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FOREWORD 


The Co-operative Movement in India is attempting to play its 
assigned role in intensifying agricultural production, mobilizing 
local man-power and other resources and generally in rebuilding the 
rural economy. Various measures have been taken and are being taken 
to strengthen, popularize and diversify the Co-operative Movement. 
In drawing up our programmes for building up a strong Co-operative 
Sector in this country, there is a clear need to learn from the 
experience of such foreign countries as have achieved significant 
results in different fields of cooperative activity. The sending of a 
Study Team to Israel and Yugoslavia represents one such attempt. 
The object of the visit was to study the structure of the Co-operative 
Movements in these two countries and in particular Co-operative 
Farming, Co-operative Marketing and Co-operatives for the Servicing 
of Agriculture. 

2. The Team consisted of six persons and was led by Shri B. D. 
Pande, ICS, Development Commissioner, Bihar. The Team spent 
about five weeks each in Yugoslavia and Israel. In addition to attend¬ 
ing a few lectures the Team had detailed discussions with the leaders 
of the Movement and visited a number of Co-operative Institutions 
in different parts of the two countries. 

3. The Report presented by the Study Team is a well written 
and valuable document. An analysis of the Co-operative Movements 
in the two countries has been attempted and the impressions, obser¬ 
vations and recommendations of the Team have been given. It has 
been written with an eye to India’s requirements in the field of Co¬ 
operation. We trust that the Report will be of interest not merely 
to those who have an academic interest in the development of the 
Co-operative Movement in Yugoslavia and Israel but to all Co-opera¬ 
tors who are engaged in building up a strong Co-operative Movement 
in India. 

4. The Ford Foundation under an earlier agreement sponsored 
this Study Team. Our thanks are due to them. 


(M. R. BHIDE) 

Secretary 

Ministry of Community Development and Co-operation 

Government of India 
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INTRODUCTION 


Composition of the Study Team —In November 1959, the Government 
of India sent a Team to study the working of the Co-operative Movement 
in Yugoslavia and Israel. The team was composed of the following:— 

1. Shri B. D. Pande, I.C.S., Development Commissioner, Govern¬ 
ment of Bihar, Patna— Leader. 

2. Shri A. C. Subba Reddy, M. L. A.,* President, Andhra Pra¬ 
desh, Apex Co-operative Marketing Federation, Hyderabad. 

3. Shri S. V. Mydeo, Manager, Subhash Co-operative Farming 
Society, Manjri, District Poona (Bombay State). 

4. Shri S. S. Puri, I.A.S., Deputy Secretary to the Govt, of 
India, Ministry of Community Development & Co-operation, 
New Delhi. 

5. Shri A. K. Dutt, I.A.S., Registrar of Co-operative Societies, 
Government of West Bengal, Calcutta (West Bengal). 

6. Shri D. S. Varma, Secretary, U. P. Co-operative Marketing 
Federation, Lucknow (Uttar Pradesh). 

2. Terms of Reference ■—The Team was required to study the broad 
features of the Co-operative Movement in Yugoslavia and Israel, keeping 
in view the following points:— 

(i) The activities encompassed by the movement; 

(ii) The agencies operating the movement; 

(iii) The inter-relation between these agencies; 

(iv) The institutional framework within which the agencies func¬ 
tion; 

(v) How they are co-ordinated; 

(vi) The methods of education and training in the Co-operative 
Movement and the way in which the programme are conduct¬ 
ed; 

(vii) The relationship between the co-operative sector and' the 
other economic sectors—Private and State. 

In particular, it was required that the team should make a special 
study of Co-operative Farming, Co-operative Marketing and Co-opera¬ 
tives for the servicing of agriculture. 

3. Programme and Visits —The details of the itinerary followed by 
us is given as Annexure. \Ve arrived in Yugoslavia on 8th November and 
spent nearly five weeks there in studying the Co-operative Movement. 


• Now Minister for Industries and Municipal Administration, Govt, of 
Andhra Pradesh 
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The first twelve days were largely devoted to attending a series of lec¬ 
tures and discussions arranged by the Federal Co-operative Union of 
Yugoslavia. Visits to a few co-operatives and other institutions were also 
made between these lectures. Subsequently, we moved over to the coun¬ 
tryside and stayed near a district headquarter town, north of Belgrade, 
called Backa Topola in the autonomous province of Vojvedina. Here a 
number of institutions including the District Peoples Committee, District 
Co-operative Union, several processing factories, general agricultural co¬ 
operatives, a peasant workers co-operative, an agricultural station and a 
district savings bank were visited. After spending nearly a week at 
Backa Topola, we returned to Belgrade and thereafter proceeded to 
Ljubljana, capital of the Republic of Slovania. Here we visited’ and had 
discussions with the officers of a number of institutions, including the 
Republican Co-operative Union, the Business Union, a District Co-ope¬ 
rative Union, a General Agricultural Co-operative and an Agricultural 
School. After visiting a few institutions along the Istrian Peninsula on 
the Adriatic, our team returned to Belgrade at the end of the first week 
of December. Thereafter, we broke up into two groups, one group pro¬ 
ceeded to visit the Republic of Macedonia, while the other group visited 
South Serbia. The entire team assembled again at Belgrade on 10th 
December and thereafter final discussion followed. Participants in these 
discussions included important officers of the Federal Government of 
Yugoslavia as well as the Federal Co-operative Union. We also had the 
opportunity of meeting the Minister for Agriculture and the President 
of the Federal Co-operative Union. 

« 

4. On 16th December 1959, we left Belgrade and arrived in Israel 
next day in the evening. (Shri A. C. Subba Reddy had to return to India 
and could not accompany the team in its tour of Israel). The first few 
days of our stay in Israel were spent in Jerusalem and were largely de¬ 
voted to having interviews and discussions with important officers of the 
Minis try of Foreign Affairs, Ministry of Labour, Settlement Department 
of the Jewish Agency and the Co-operative Department. We were also 
received by the Foreign Minister of Israel and Mr. M. Sharett, the for¬ 
mer Prime Minister of Israel. Thereafter, we moved over to Tel Aviv 
where we began our stay by having discussions with representatives of 
the Histadrut (the Jewish Federation of Labour). We then had an 
extensive tour of Israel which included visits to Kfar Giladi in the ex¬ 
treme north and Eilath in the south. Our tour covered visits to and halts 
in several Kibbutzim, Moshavim Shitufim and Noshavim Ovdin. We also 
visited a number of Arab villages and also a development area where 
new immi grants are being settled. In the concluding period of our stay 
in Israel, we had' a round of visits and discussions with the ideological 
federations of various Kibbutzim and Moshavim. We also had an oppor¬ 
tunity to study the working of the Central Wholesale Society called 
“Hamashbir Mamerkazi” and the apex marketing society known as 
"Tnuva”. We met the Minister for Development in a Kibbutz of which 
he is a member. The last three days of our stay were again spent at Jeru¬ 
salem where we had the privilege of being received by the President of 
Israel, the Prime Minister of Israel and the Minister for Labour. Our 
stay in Israel concluded on 20th January 1960 when we left for India. 
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5. Acknowledgements —We were accorded a very warm welcome 
throughout our stay in Yugoslavia and Israel. In Yugoslavia, the arrange¬ 
ments for our visit were made by the Government of Yugoslavia, 
and the Federal Co-operative Union in consultation with the Indian 
Embassy. In Israel such arrangements were made by the Government of 
Israel and the Histadrut. Out most grateful thanks are due to all of them 
for the excellent arrangements, friendly hospitality and for the oppor¬ 
tunities provided to us for study, visits and' discussions. 

Conclusion —Our report is divided into two parts—Part I deals with 
Yugoslavia, Part II with Israel. General conclusions and our recommen¬ 
dations are given at the end of each part. 


(B. D. PANDE) 
(A. C. SUBBAREDDY) 
(S. V. MYDEO) 
(S. S. PURI) 
(A. K. DUTT) 
(D. S. VARMA) 

New Delhi, 

9th April, I960 


•Shri Subbareddy has signed only the portion dealing with Yugoslavia. 
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PART I 

CO-OPERATIVE MOVEMENT IN YUGOSLAVIA 







Chapter 1— GENERAL BACKGROUND 


1.1. Geo-Political Divisions —Yugoslavia is a Federal State composed 
of six Republics and two autonomous regions. The total area of the State 
is 255,804 sq. kins, and the total population (according to the 1953 Cen¬ 
sus) was 16.94 millions (estimated to be 18.45 millions in 1959). Bounded 
°n the West by the Adriatic Sea, it has common boundaries with seven 
independent countries, viz. Italy, Austria, Hungary, Rumania, Bulgaria, 
Greece and Albania. 

1.2. After a long and chequered history, the Federal Peoples’ Re¬ 
public of Yugoslavia was formed in 1945 with six constituent Republics 
of Slovenia (Capital Ljubljana), Croatia (Zagreb), Serbia (Belgrade), 
Bosnia-IIerzegovina (Sarajevo), Montenegro (Titograd) and Macedonia 
(Skopje). Belgrade is also the Federal capital. There are two autonomous 
provinces within the Republic of Serbia viz., Vojvodina (Capital Novisad) 
and Kosovo-Metohia (also called breifly Kosmet with capital at Pris¬ 
tina). 

1.3. Yugoslavia may be roughly divided into four topographical 
regions: 

(1) The flat Sava Danubian Valley; 

(2) The hilly regions of Slovenia, Croatia, Serbia and Macedonia; 

(3) The mountainous areas in Montenegro and Bosnia-IIerzego- 
vina; 

(4) The Adriatic coast and the Vard'ar Valley of Macedonia. 

1.4. The Sava Danubian Valley is the richest agricultural area com¬ 
prising the plains of Vojvodina and parts of Croatia. The average rain¬ 
fall is 24 inches and the climatic pattern is like that of Central Europe. 
This area has a favourable man-land ratio and is the granary of the 
State. In the hilly regions where the average rainfall is about 40 inches, 
the soil is poor and there is greater pressure on land. Animal husbandry 
and viticulture are more important than agriculture in this area. Forests 
and animal husbandry are the more important occupations in the moun¬ 
tainous regions of Montenegro and Bosnia-IIerzegovina. Some cereals are 
grown in small river valleys. The Adriatic coast and the Macedonian 
river valleys enjoy the Mediterranean climate. Fisheries, fruits, cotton, 
and tobacco are more important than production of cereals. 

1.5. Administration-. Federal level —The Federal Peoples’ Republic 
of Yuogaslavia is a Socialist Democratic State, described as “a community 
of equal peoples which is guided by the basic principle that all authority 
in it shall belong to the working people. The working people exercise 
their power and manage social affairs through their representatives in 
the Peoples’ Committees and Peoples’ Assemblies (Provincial, Republican 
and Federal), in Workers’ Councils and in other self-governing bodies, 
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as well as directly through election, recall, referendum meetings of 
voters, councils of citizens, participation of citizens in administration and 
justice and through other forms of self-government”. 

1.6. The supreme organ of the Federation is the Federal Peoples’ 
Assembly. This consits of two houses: the Federal Council of Deputies 
as the representative body of all the voters, and the Federal Council of 
Producers, as the representative body of all producers-agrieultural, indus¬ 
trial, transport and commerce ete.—organised in different economic 
enterprises. “Under conditions in which the working class constitutes a 
minority of the population while playing a far more significant role in 
society and in the production of wealth than would normally be expect¬ 
ed of its members compared to the population pattern, it was necessary 
to assure the workers ’ corresponding influence—by setting up the Council 
of Producers”. 

1.7. The Deputies to the Federal Council are elected' directly, by all 
citizens on the basis of equal, universal and direct suffrage on a territo¬ 
rial basis and (ii) indirectly, in prescribed numbers, by the Republican 
Councils of Deputies of Republican Assemblies from amongst their 
members for a period of four years. When a draft social plan or a bill 
relating to a Republic is considered by the Federal Assembly, the de¬ 
puties who represent the Republic concerned meet and deliberate sepa¬ 
rately as a Special House—The Council of Nationalities—on the basis of 
complete equality with the other two houses. The Federal Council of 
Producers is composed of representatives elected by economic enterprises 
“in proportion to their participation in the creation of the total social 
product” (gross national product). The Council of Producers cannot 
have a membership less than 3|4ths, nor more than the total number of 
members of the Council of Deputies. This election is effected through 
electoral colleges formed of members of the Councils of Producers in 
various districts on the basis of an elaborate procedure. 

1.8. The executive organs of the Federal Peoples’ Assembly—the 
President of the Federal Republic and the members of the Federal Exe¬ 
cutive Council—are elected from amongst the members. They hold office 
for a term of four years. The Federal Executive Council is composed of 
at least 15 persons elected as above together with the Presidents of the 
Executive Councils of the Republican Assemblies. The Secretaries, Ad¬ 
ministrations, Boards, Bureaus and Inspectorates work under the direct 
control of the Federal Executive Council. 

1.9. Administration: Republican level —On the Republican level, the 
general characteristics and structure of the Republican organs of autho¬ 
rity and administration are similar to those of the Federation except 
that no Councils of Nationalities are formed. 

1.10. Administration: District level —The Republics are divided into 
districts (Montengro, the smallest republic is not so divided). The Gov¬ 
ernment at the district level is called the District Peoples’ Committee, 
which also has a bicameral constitution. It is composed of the District 
Council of Deputies and the District Council of Producers constituted 
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on the same basic principles as described in the ease of the Federal As¬ 
sembly. It manages affairs of common interests and assumes direct res¬ 
ponsibility for activities which the lower organs viz. the Communes are 
unable to undertake. This also includes supervision of the working of the 
Communes, their various acts and regulations with a view to seeing that 
they conform to general socialist principles ana* the basic laws of the 
land. An extremely significant function of the District Peoples’ Com¬ 
mittee is the co-ordination and adjustment of economic development 
plans in its territory. One of its important tasks is to lend assistance to 
under-developed communes, or economic enterprises. It is also responsi¬ 
ble for state security. 

1.11. Administration: Commune level —The districts are divided into 
communes or municipalities. The commune has been defined as “a basic 
political and territorial organisation of self-government by the working 
people and the basic, social economic community of the inhabitants of 
its territory”. The authority at the commune level vests in the Peoples’ 
Committee of the Commune which consists as usual of two houses—the 
Council of Deputies and the Council of Producers. The fundamental aim 
of the Commune Peoples’ Committee is to harmonise the interests of 
individual citizens or economic organisations and the general interests 
of the society. It is the Commune which co-ordinates all economic deve¬ 
lopment in its territory. It lias authority to determine, in conformity 
with the basic laws, the rate of taxes, (called social obligations), payable 
by individuals and' organisations. The two houses sitting together dis¬ 
cuss important items like the social and economic plan for the commune, 
elect the President and Vice-President, the President and members of 
different councils and joint commissions and appoint Secretaries and 
other officials, elect Municipal Court Judges, appoint and dismiss 
directors and general managers of enterprises etc. Peoples’ Council of 
Deputies is mainly concerned with matters of social welfare, public 
health, communal services, education, cultural and other public admi¬ 
nistrations. The Council of Producers, on its part, also has special sub¬ 
jects for deliberation, viz., sanctioning of decisions of Workers’ Councils 
of various enterprises, control over the fulfilment of social obligations of 
economic enterprises, relations of workers with their enterprises, etc. 

1.12. The Peoples’ Committee at District and Commune levels are 
supreme organs of State authority within their area. ‘‘Their task is to 
direct and secure the economic, social and' cultural development of the 
commune and district, to consolidate and develop socialist relationship 
and legal order and to perform other tasks as determined by law”. Funds 
of the Peoples’ Committees are raised from tax on personal income called 
“Social Contribution”, tax on enterprises, land tax, municipal rates for 
maintenance of communal services. In addition, they receive allocations 
from superior territorial Peoples’ Committees|Assemblies. Out of taxes 
on the personal income of workers in enterprises, 27% are allocated to 
communes, 30% to District Peoples’ Committees, 40% to Republican 
Assemblies and 3% to the Federal Peoples’ Assembly. Again, out of the 
net profits made by enterprises, atleast 15% are given to the Investment 
Funds of Communes and District Peoples’ Committees for further invest¬ 
ment by these bodies in enterprises within their area. Taxes on private 
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agriculturists, artisans and other producers are assessed on a progressive 
scale. Land tax is assessed on the basis of prescribed cadastral area tak¬ 
ing into account the nature and yield of crops grown on the assessed 
land. 

1.13. Visits to Peoples’ Committees —A typical Municipal Peoples’ 
Committee was visited by the Study Team at P.acka Topola. This com¬ 
mune had a total population of 25,000 approximately of Which 7.0% were 
Hungarians; 60% were agriculturist families. The Municipal Council 
consisted of 50 members and the Council of Producers of 38. The Exe¬ 
cutive Council had 13 members and, besides, there were f) commissions 
and several sub-committees for looking after different activities within 
the commune. 

1.14. The Team also had an opportunity of visiting a District. Peo¬ 
ples’ Committee at Celje (Slovenia). The district, comprising 8 com¬ 
munes, had a population of 200,000 including the town of Celje with a 
population of 30.000. 59% of the population represented agriculturists 
who contributed 20% to the “Social Product” of the district. The Indus¬ 
trial population (41%) contributed 80% to the “social product” of the 
district. The District Peoples’ Council had 90 members and the District 
Council of Producers 70. 

1.15. Post-war Problems —For a proper understanding of the gene¬ 
ral economic development of Yugoslavia, it is essential to remember that: 

(a) the new regime in Yugoslavia inherited a backward and 
under-developed economy; 

(b) the country had a predominantly agricultural population 
tied to traditional methods of cultivation and unresponsive 
to modern ideas; 

(c) it is a socialist country where the planners and leaders be 
lieve in Marxist-Leninist principles in the matter of social, 
political and economic transformation. 

The two immediate problems facing Yugoslavia in 1945 were to 
rehabilitate a war-shattered economy and to rapidly industrialise a pre¬ 
dominately agricultural economy. 

1.16. Planning in First Phase —Planning has been attempted in 
Yugoslavia in three distinct phases. The first phase was the period' of the 
First Plan (1947—51). It was characterised by centralised planning. The 
production of each unit was planned in the Federal Planning Bureau. 
The supply and sales as also material resources were centrally deter¬ 
mined and controlled. The positive advantages were stated to be maximum 
mobilisation of resources ana 1 concentration of all efforts for faster 
development. The negative sides were growth of bureaucracy, and non¬ 
development of local initiative. 

1.17. The first plan was intended to effect rapid industrialisation of 
the country and increase agricultural production by 51% over the pre-War 
level. However, only a 6% increase in agricultural production was regis¬ 
tered at the end of the period'. There were several reasons for the failure 
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to achieve the targets of increased production in agricultlire. The inter¬ 
ests of agricultural development got subordinated to the demands ot' 
industrial development. Investment in agriculture was inadequate. It 
received a low priority. The pricing policy favoured' industry. Prices of 
basic articles of eonsumption like wheat, maize, sugar and tolmcco were 
fixed low and, in addition to paying land and income tax, individual 
farmers were required compulsorily to deliver a part of their produce to 
Government at these prices. There were two very bad crop years, as a 
result of drought, during this period. Formation of the Peasant Workers’ 
■Co-operative as explained in a later chapter also affected production ad¬ 
versely. 

1.18. Planning in Second- Phase —The second phase covered the 
Dcriod 195*2—56. During this period one year plans were drawn up for 
some of the years while investigations were being conducted on the res¬ 
pective roles of industry and agriculture. It was realised that industrial 
development could not progress at the expense of, and on the spoils of, 
the agricultural sector. The need for more investments in agriculture, 
more mechanisation, supply of better seeds, intensive application of fer¬ 
tilisers and adoption of advanced agricultural techniques was acutely 
felt. Policy with regard to agriculture started being reoriented during 
this period. The price policy was revised; minimum prices for basic 
cereal crops were fixed at higher levels and were guaranteed by the State. 
The organisational pattern, working practices and wage system in the 
Peasant Workers’ Co-operatives were liberalised. Private farmers were 
relieved to a great extent from the land tax and exempted completely 
from the compulsory delivery of a quota of their produce. There was ‘a 
noticeable increase in agricultural production. This period marked the 
transitional phase during which centralised socialist planning was gra¬ 
dually giving place to decentralised planning. Institutional changes were, 
also taking place in the set-up of Communes, Workers’ Councils and 
District, Peoples’ Committees which were given a more direct, effective 
and responsible share in drawing up and implementing local plans. 

1.19. Planning in Third Phase —The third phase coincides with the 
period of the Second Plan (1957—61). The Federal Plan as drawn up 
dealt only with basic issues like gross national product, national income 
and wages. The plans drawn up by the Kcpublics, Districts, Communes 
and individual economic enterprises and organisations had greater local 
importance. The District and Federal Co-operative Unions and the Fede¬ 
ral Chambers of Agriculture and Industry and other institutions also 
contributed to the formulation of the Plan. The drafl plan was edited 
by the Federal Bureau of Planning, submitted to the Federal Executive 
Council and finally adopted by the Federal Peoples’ Assembly. Thus 
planning in this period was more broad-based and took into account the 
special, and even conflicting, needs and aspirations of the various sectors 
of the economy. The target for agricultural production was fixed at 41% 
increase over the average agricultural production during 1951—55. 

1.20. Investments in agriculture were increased four times in the 
period 1957—61 as compared to 1952-—56, while agriculture's share of 
the total national investment increased nearly three-fold in this period. 
The price policy had already been liberalised. Larger credit, improved 
Ljjniofopto 
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supplies of better seeds, more fertilisers, machinery and technical 
guidance were made available principally through the General Agricul¬ 
ture Co-operatives, which now came into prominence replacing the 
Peasant Workers’ Co-operatives. 

1.21. A system of rewards was also introduced for higher agricul¬ 
tural production on the basis of yields per hectare, which lias now been 
linked with the cost of cultivation. As a result of all these measures, 
agricultural production in 1959 showed a 55% increase over the base 
figure. The plan targets are thus expected to be over-fulfilled. Yugoslavia 
is now almost self-sufficient in agricultural produce; it is exporting as 
much as it is importing. Agricultural production is keeping pace with 
increased industrialisation and enhanced consumption of food-grains 
and other agricultural commodities. 

1.22. During this period, the pace of industrialization has also been 
fast. The percentage of agricultural population has conic down from the 
pre-war figure of 76 to 51.5 in 1959, and is expected to go down further 
to 45 by the end of the Second Plan i.e. 1961. 

1.23. The fundamental doctrine which underlies the entire agricul¬ 
tural policy of Yugoslavia is to “socialise''’ agriculture as rapidly as 
possible, bearing in mind at the same time the need for increasing agri¬ 
cultural production and without causing severe political unrest. The 
policy has three major aspects: 

(a) Resolving the peasants’ Question; 

(b) Measures for increased agricultural production; and 

(c.) Transformation of social, relationships in agriculture. 

1.24. Agrarian Situation he fore the War —For the fulfilment, of these 
aims the first essential was considered to be the need to correct the dis¬ 
tribution of land. Before the War, 0.3% of all proprietors possessed more 
than 10% of land and 30% of small land-holders did not possess more 
than 5 acres each, or 6.5% of the total land, and there were 200,000 fami¬ 
lies of landless agriculturists. Yugoslavia was a typical agrarian country 
with a high birth rate of 2 to 2-i% per annum. There was shortage of 
land v.it.h acute pressure of population on the land. The cities were not 
able to absorb the surplus population. There was a deterioration of the 
labour market with corresponding social and political problems. There 
was permanent or seasonal emigration from the country. It was accom¬ 
panied by the usual high level of indebtedness, hunger for land, uneco¬ 
nomic use of resources and destruction of forest lands. 

1.25. The solution of this problem was undertaken in two ways; 

(i) Temporary; and 

(ii) Permanent. 

The permanent solution is the policy of indnsl rialisat.ion, which 
draws away people from agriculture to industry in increasingly larger 
numbers. This is considered to he the correct method for absorbing sur¬ 
plus agricultural labour, as there are no surplus or new lands which can 
he used for agriculture. 
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1.26. First Agrarian Reforms —Tin; temporary solution was by 

measures of agrarian reforms. The first agrarian reform was in 1945 and 
the second in 195.1. In the first reform it was decreed lliat all lands 
must belong to the tiller. The lands of absentee land-holders and, in parti¬ 
cular, of large owners belonging to the anti-national German and other 
minorities who had helped the enemies during the War of Liberation 
(1939—15) were confiscated without payment of compensation. Lands of 
other farmers in excess of 20 to 25 hectares or 50 to 621 acres (1 hee.tare= 
2.46 acres) were, also redistributed. In respect of absentee land-lords 
all property including houses and land exceeding 3 hectares was taken 
over. (This was accompanied at about the same time, in 1946, in the 
urban areas by the nationalisation of all means of production like insu¬ 
rance, banking, wholesale trade, industry and transport. In 1949, retail 
trade also was nationalised). The ceiling of 20 to 25 hectares was based 
on pragmatic considerations, viz., this was considered to be the maximum 
area that an individual farmer could cultivate without permanent hired 
labour. \ T o ceiling on income was imposed. Essentially the measure was 
taken in a great hurry because of political considerations. The policy 
with regard to the smaller peasantry was one of cautious approach be¬ 
cause they had' been important fighters in the resistance movement and 
in the War of Liberation. The local peasantry, whose, lands in excess of 
20 to 25 hectares were taken, had the right to select the lands which they 
■would retain. At the same time. State farms were started mainly on the 
expropriated lands. Nearly half a million hectares of such lands in large 
tracts became available for the starting of State farms. 

1.27. The total surplus land which became available as a result of 
the first agrarian reforms was 1.5 million hectares of whieli 400,000 hectares 
were forests and not distributed, 700,000 hectares were arable lands and 
distributed, free of rent (but not from land tax), and on a permanent 
basis but without right of transfer or sale for 20 years. The remaining 
lands were retained for starting of State Farms, or Peasant Workers’ 
Co-operatives. About 162.000 people were affected of whom 96,000 were 
Germans; the rest were other minorities and noil-agricultural interests 
like banks and churches. Not more than S-600 Yugoslav peasants were 
affected. 


1.28. Second Agrarian Reforms —The second agrarian reforms came 
in 1953. They were considered necessary because of revision of policy 
with regard to the Peasant Workers Co-operative and also because it was 
felt that the limit of 20|25 hectares, permitted capitalist exploitation of 
land. They were more radical and more rigorous and left, no more than 
10 to 15 hectares with a family, depending on the region and' the mem¬ 
bers of the family. Nearly 66,000 formers’ families were affected and a 
total of 275,000 hectares of lands became surplus for distribution. This 
was. however, not distributed' to individual peasants; 50% of it was ab¬ 
sorbed into the State Farms and 50% was made over to co-operatives. 
(In 1958 there was a further distribution of urban property particularly 
housing). 

1.29. Compensation for land —Tn the first, reforms of 1945, lands 
v.-£.re expropriated without any compensation. The position with regard 
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to compcusat ion lias since been reconsidered. It is now proposed (o pass 
a law making- compensation admissible to those who personally worked 
on lands when their surplus lands were taken away in 1945. The gross 
value of one year’s average production is intended to be given as com¬ 
pensation. Compensation at rates varying from 33,000 to 100,000 dinars 
per hectare, according to the quality of land, are to he given to farmers 
affected by the 1953 land reforms. Payments will be made over a period 
of 20 years, in annual instalments subject to the provisions in the Fede¬ 
ral budget. No payment has yet startc-d on any of these accounts. 

1.30. Organisation of State Farms and Peasant Workers’ Co-opera¬ 
tives —With the passing of the first land reforms, steps were taken to 
organise State Farms and Peasant Workers’ Co-operatives. These farms 
were intended to be bold up before the Yugoslav peasantry as models of 
superior socialist production in the field of agriculture. In such organi¬ 
sations, it was claimed and campaigned that the resources of land and 
man power would be exploited' to the maximum economic advantage with 
the help of advanced scientific techniques. At the same time, these orga¬ 
nisations were considered as ideal for establishing socialist relationship 
among the workers and creating a new class of socialist-minded producers. 
Though State Farms represented the ultimate ideal, Peasant* Workers’ 
Co-operatives were also treated to be in the “socialist sector’’ of agricul¬ 
ture, being a transitional stage towards complete socialist transforma¬ 
tion. As a result of strong ideological campaign and indirect pressures, 
the number of such Peasant Workers’ Co-operatives increased to over 
7,000 by 1952, but for reasons stated elsewhere these Peasant Workers’ 
Co-operatives failed to achieve the desired results. 

1.31i. General Agricultural Go-operative —-Following the failure of 
the Peasant Workers’ Co-operatives, came the second agrarian reforms 
which, in course of time, led to the development of a new type of agricul¬ 
tural co-operatives, called the General Agricultural Co-operative. Origi¬ 
nally started after the war, primarily as consumers’ stores for supplying 
local members with controlled' commodities, they gradually assumed a. 
more direct role in the field of agricultural production. Those General 
Agricultural Co-operatives were organised to render effective services to 
agriculturists by supplying them with improved seeds, fertilizers, ser¬ 
vices of tractors and other machinery and technical advice through agri¬ 
cultural experts maintained by them without insisting on the pooling of 
laud by members. They also dispensed’ credit to farmers and undertook 
'marketing of their produce. Many of the Peasant Workers’ Co-operatives 
have been since liquidated; many amalgamated with each other; some 
amalgamated with nearby State Farms or General Agricultural Co-ope¬ 
ratives and quite a few converted into General Agricultural Co-operatives. 
As a result, the number of Peasant Workers’ Co-operatives has dropped 
down to 370 in 1959. Today though 90% of the land is held by private 
farmers and only 10% belong to State Farms and Peasant Workers’ Co- 
operatived, the General Agricultural Co-operatives have been able to 
gather within their fold as many as 52% of the individual farmers. The 
number of flic General Agricultural Co-operatives has gone up to more 
than 4,000. Kecent. trends in the State policy have also been favouring 
the growth and role of the General Agricultural Co-operatives. 
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1.32. Concept of Co-opcralion —The role and concept of Co-operation 
in Yugoslavia is explained by the following extract from a Report of 
Edward Kardelj, Vice-President, of the Federal Republic of Yugoslavia, 
to the Socialist. Alliance of the Working People of Yugoslavia: 

“The Co-operative in Yntjoslaria is not an instrument of self- 
assistanec —It is a social organisation of a special type inte¬ 
grating interests of society and the individual peasant through 
the agency of his assets. The assets of the co-operative arc 
social assets and not the assets of the co-operatives. Co-opera¬ 
tors only manage these assets, the same way as citizens gene¬ 
rally themselves manage all other social assets in Yugoslavia 
..The bulk of the assets at the disposal of co-operatives dot 
not represent, as'sets pooled by the co-operatives themselves. 
The monetary shares of the Co-operators in agricultural co¬ 
operative's amounted, as on January 1, 1953, to V/o of the total 
assets of the co-operatives”. 

Again lie says: 

“One must, bear in mind certain basic principles when implement¬ 
ing socialist, co-operation. 

First of all, co-operation should he viewed through the 
prism of our struggle for bigger production, larger yields ami 
greater labour productivity. Co-operation, therefore, should not 
amount to a general political campaign, i.e. become a matter 
of political propaganda. It is primarily an economic action, 
based on the material interests both of the farmers and of the 
co-operatives and other social economic organisations. Thus 
although cooperation is the basic form through which the 
Socialist, transformation of the village is being effected under 
present conditions, co-operation may be justified from the 
point of view of the Socialist transformation of the village 
only if it is understood as an economic measure. 

Precisely for this reason co-operation must be based on 
the principle of complete voluntariness on the part of far¬ 
mers. The farmer should take the decision to enter co-operation 
on the basis of his own assessment of his material interests, 
as well as on the basis of his own experience, lie must, be 
convinced that co-operation is offering him the opportunity 
to raise his standard of living on the basis of increased Labour 
productivity. 

In any ease, socialist co-operation is a long-term process. 
There is no need or possibility to speed, up this process un¬ 
duly, because the rate of reconstruct ion of our agriculture is 
also determined by material possibilities, i.e. by possibilities 
of investment, in agriculture”. 

1.3.1, Socialist Transformation of Atfrieull lire —The principal goal 
of Yugoslav agricultural Policy is that land and agricultural production 
must ultimately be “socialised” like all other branches of economic 
activity, lint in order 1o reach ils goal, a painless and practical method 
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is being followed. The immediate aim—rapid increase in agricultural pro¬ 
duction—is of paramount importance and underlies the expediency of 
going slow in the matter of “Socialisation” of land. What is now being 
attempted is to enlarge the operational field of agricultural co-opera¬ 
tive,s so as to extend the benefits of modern scientific cultivation to as much 
of the arable land area and among as many of the farmers as possible 
and to proceed with the “Socialisation” of the means of production in 
agriculture, such as agricultural machinery, irrigation and. drainage 
projects, etc. At the present stage, ownership of machines, like tractors 
and combines is considered more important. One of the ways in which 
the Socialistic transformation of Agriculture is being brought about is 
through the General Agricultural Go-operative Farming families are 
finding it increasingly to their advantage to join co-operatives or enter 
into agreements with them. With the rapid increase of industrialisation 
and consequent migration of the village people to the towns and cities, 
many farming families are proceeding to the cities in search of more 
gainful employment after handing over their haul on payment of rent 
to a General Agricultural Co-operative for cultivation. This tendency is 
extremely significant. It shows that along with general industrialisation 
of the country, agriculture is also being more and more mechanised or 
‘industrialised’. When this tendency grows, the traditional attachment 
of a farmer to his land will tend to diminish and lie will be no more 
attached to his laud than ah industrial worker is to his machines and 
tools. It is expected that the working of these economic forces will gradu¬ 
ally tend to weaken the sense of ownership of land and make the farmer 
‘socialist-minded’. When that stage is reached, socialisation of land isj 
not likely to hurt the fanners, at least not. hurt him to any extent caus¬ 
ing concern and anxiety. Yugoslav authorities have deliberately post¬ 
poned what they regard as tile essential and therefore inevitable act of 
socialisation of land. This point has been elaborated and explained fully 
in the following quotation from Edvard Kerdelj: 

“.The other way is to create large socialist estates with 

socialist social relations in agriculture. But here, too, there 
exist different roads of development,. One of them, which lias 
been taken so far in certain socialist countries, consists in the 
abolition of private ownership through a general collectiviza¬ 
tion of the Stalinist type. The experience gained so far has 
revealed that such a method of creating a modern socialist 
economy is, in the first place, fraught with grave political 
consequences; and is also expensive, as it provokes stagnation 
and a decline in production. This lias been borne out by the 
experience gained, as a result of our mass campaign for the 
setting up of farmers’ working co-operatives of the old type 
after 1948, as well as our experiences with regard to our old 
type farmers’ working co-operatives. 

The path which we have taken and which has proved to be, under 
our conditions, the most suitable for the attainment of our 
goal—the building of modern large-scale agriculture and' the 
socialisit transformation of the village—consists in the gra¬ 
dual association of tin* socialist sector with individual farmers 
on the basis of mutual production co-operation and material 
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interest, accompanied by a simultaneous advancement in agri¬ 
cultural production, an increase in labour productivity, a 
lowering of production costs and a constant strengthening of 
the socialist sector in the village. 

This path, which lias been fully justified in practice shows that 
the probelms of the promotion of agriculture through the 
application of modern agricultural methods and the socialist 
transformation of the village are two aspects of the same 
process, and that only through the coordination of these two 
factors is it possible to achieve results in both directions. 

This shows at the same time that the criticism directed to us, 
alleging that we have given up the socialist transformation of 
of the village is completely 1 , unfounded. Our discarding of 
the forms of Stalinist collectivization actually means only 
the renunciation of a path which has proved to be harmful, 
both politically and economically, in the conditions prevailing 
in our country. Further, the latest development in other 
socialist countries have revealed that those same people who 
are criticising us for having abandoned the Stalinist Kol- 
ldioses are themselves abandoning these forms in their own 
practice. 

. The question of means and methods is of decisive impor¬ 
tance in this respect .We have long since rejected methods 

leading to the forcible expropriation of land in any form 
whatsoever—directly or indirectly. 

1.34. Production and Consumption. Pre-War and immediate post 
war period —lie lore the Second World War, Yugoslavia was a net ex¬ 
porter of agricultural products including foodgrains, particularly wheat 
and maize, and this in spite of the fact that the production per acre was 
low. The climate and soil were, however, good, the reasons for being a 
net exporter of foodgrains were high land taxes, distress sales, under¬ 
paid city population, low level of employment, high prices of industrial 
products and little purchasing power. The internal consumption was 
consequently low. After the War great, shortage of food was experienced 
and the country became a net. importer of agricultural products like 
wheat, fats, hides and skins, oilseeds and sugar. The reasons for this are 
considered to be the following: 

(i) 20% increase in population between 1939 and 1959, from 
15.5 million to 18.5 million. 

(ii) The development of the internal market as a result of indus¬ 
trialisation, larger incomes, more employment, greater in¬ 
crease in urban population. 

(iii) Modifications in the fiscal policy which encouraged consump¬ 
tion in villages through co-operative stores which distributed, 
controlled commodities for consumption. 

(iv) Change in food habits from inferior grains like maize to 
wheat. 
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(v) In certain years the total production was lower than before 
the War. 

1.KVasons for low agrirulloral production in the immediate 
post-War years were given as: - 

(i) Agriculture as a whole and the agriculturist, classes suffered 
heavily during the War. They lost man-power, cattle aim 
equipment. Out ot' two million peasant holdings, 289,000 hold¬ 
ings were completely destroyed and 781,000 holdings were 
partially burnt or destroyed. 24% of all orchards, 02% of 
horses and 56% of cattle wore destroyed. The total loss in 
equipment, was about, half. 

(ii) During the first period following the War with the policy of 
industrial development receiving priority, agriculture could 
not develop simultaneously for lack of resources. 

(iii) The price policy favoured industrialisation; agriculture re- 
juained stagnant. 

(iv) The agrarian reforms, while serving the ends of social jus¬ 
tice, led to increased' division and sub-division of holdings. 

(v) Forcing of pace in the organisation of Peasant Workers Co¬ 
operatives did not help in increased production. 

(vi) There were several years of drought. 

(vii) There was an increase in population resulting in increased 
pressure on land. 

Basically, the State could not devote greater attention to agriculture 
until 1956-57. 

1.36. Present Position —The average import of wheat for the last 
three years has been about a million toils per year though the very re¬ 
cent. substantial increase in agricultural production during 1959 is ex¬ 
pected to reduce tile import of wheat emisiderablv and perhaps even to 
stop it from 1960. 

The following figures, in billions of dinars, will give an indication 
of imports and exports of foodgrains during the last few years.- 




i !).*>:{ 

1054 

I 055 

105(i 

1057 

1058 

1050 

Imports 


:t:tt 

24-7 


45-3 

440 

3!)-2 

30-0 

Bx ports 

• . 

to :t 

21-4 

IS- 1 

24-7 

20- 2 

30-1 

30 S 


It will appear from the above figures that exports have exceeded im¬ 
ports in .1959. Wheat is still being imported to some extent from the 
il.S.A. under P.D. 480 Programme. Yugoslavia is at the same time ex¬ 
porting raw, processed and canned meat to various countries of Europe 
and C.S.A. Other exported farm products are hops, maize and horses. 

1.37 Prirate farmer —There are at present 2.3 million landholders 
with an average holding of 4.5 hectares. 90% of all land belongs to 
small farmers as private holdings. They produce 90.7% of wheat, 89% 
of maize and 94% of milk. But their average holding is so small that 
they have very little marketable surplus. Foodgrains are almost entirely 
grown for purposes of family consumption. There is some surplus in 
vegetables, milk, meal and cash crops like sugar-beet, hops and tobaeoo. 
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The private farmers are also very poorly equipped. One, anion" two, 
owns a draft animal. There is surplus of labour force oh land and a pri¬ 
vate farmer has to look to other sources outside agriculture, viz., cons¬ 
truction of highways and buildings, cart transport etc. for increasing 
kis family income. Land taxes and price policy have since been made 
favourable for the private fanner and he does not have to sell a part of 
kis produce for compulsory delivery to the State. Since he cannot obtain 
any credit, supplies, farm machinery and expert technical advice, or 
market his produce, except through the general agriculture co-opera¬ 
tives, he is finding it more and more desirable to join these organisations. 
Contractual agreements with co-operatives, in addition to providing him 
with more scientific techniques of cultivation, also leave him more time 
for other lion-agricultural occupations and thereby to increase his income. 

1.38. Agricultural investments —Between 1956 and 1959 increased in¬ 
vestments in agriculture have been made roughly @ 80 billion dinars a 
year. 


The following figures will give an indication of the increasing 
volume of social investments in agriculture:— 
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1.39. Agricultural production —The volume of 

agricultural 

produce 

has also shown remarkable increase. The following 

figures will 

indicate 

the progress achieved in this fiel 

1 (figures in 

thousands of tons) 
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1959 

1957—61 
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(Plan target) 

Wheat ami Rye .. 
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Potato ,. 
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Meat 
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It would be seen from the 

above figures 

that. 

except in 
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sugar-beet and meat, plan targets for production have already been ex¬ 
ceeded in respect of most of the agricultural produce. It. has already 
been stated that, as against the Plan target of increasing agricultural 
production to 41% over the 1951—55 average, 55% increase has already 
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been achieved. Targets in respect of sugar beet and meat, are also ex¬ 
pected to be attained by the end of the current Five Year Plan. Average 
yields have also shown great increase as a result of extensive application 
of scientific techniques. 

1.40. Reasons for Increase —The most important factors for the re¬ 
cent. increased agricultural production have been (i) intensive use of 
fertilisers, (ii) increasing mechanisation, (iii) research in and applica¬ 
tion of improved seeds, (iv) favourable weather conditions and (v) ap¬ 
plication of improved scientific techniques through social organisations 
like State Farms and General Agricultural Go-operatives. The relative 
contribution of the different, factors, according to the Yugoslavs, also 
follow the same order as listed. 

1.41. Law on use and K.rploitation of land—In order to prevent 
wastage of national resources, a law was passed in October 1959 on the 
Use and Exploitation of Agricultural Land. Under this Law, every 
farmer in a particular area may be required, if the Peoples’ Committee, 
so desires, to cultivate, his land according to certain proscribed standards 
relating to, for instance, deep ploughing, use of a minimum quantity oL 
fertilisers, crop planning, use of prescribed qualities of seeds, technical 
eare, artificial insemination etc. If the farmer is unable to comply with 
these standards, his lands may be taken away without compensation and 
handed over for scientific exploitation according to the proscribed stand¬ 
ards to a co-operative or a socially-owned farm npto a period of 5 
years. The land -will be handed back to him after this period. This Law 
has been passed’ in order to ensure that all farmers apply the best techno¬ 
logical measures on their land, if possible themselves, otherwise by enter¬ 
ing into agreements with a Social Farm or a General Agricultural Co¬ 
operative. The law will however not be applied unless the social farm 
or Co-operatives are fully equipped to apply' the technological processes. 
This law has come at the last stage of a programme of agricultural deve¬ 
lopment., and cannot be applied unless other preliminaries like mechani¬ 
sation, availability of fertilisers, etc. are assured. It would be enforced 
in varying degrees in different areas, but is intended to be applied com¬ 
pulsorily in irrigated areas. It is felt that this law may oblige many 
private farmers to join the General Agricultural Go-operative in largest 
numbers. 

1.42. Larger Units —in order to extend mechanisation of agricul¬ 
ture on a large scale with due regard to economic exploitation of machine¬ 
ry, the present tendency is to have larger units both in co-operatives and 
in social farms. The number of State farms has decreased as a. result of 
amalgamation of smaller units, but tlx* total area remains almost tlm 
same. In 1955, 588,000 hectares were comprised in 017 State Farms: in 
1958 their number was reduced to 689 units comprising (>.'.1,000 hectares. 

The number and area of land of Peasant Workers’ Go-operatives 
changed from 578 and 212,000 hectares in 1957 to 370 and 207,000 hec¬ 
tares respectively in 1959. In Vojvodina, the aim is to have one co-opera¬ 
tive for one village; the average area of a village is 4,000 hectares with 
a population of about 10,000 inhabitants. About two thirds of all State 
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Farms and Co-operatives are concentrated in the Sava-Dannl)ian Valley 
as also the bulk of the investment in agriculture. Constant attempts are 
being made to increase agricultural production in tliis area. It is intend¬ 
ed that this area of the country would be able to produce all the cereals, 
meat and milk necessary to feed the entire population. 

1.4.1. Future Policy —In his report, entitled “Problems of Socialist 
Policy in the Village”, Edvard Kardelj reflects the high hope's of Yugo¬ 
slav planners in the future of agriculture in the country:— 

.“The introduction of agricultural machines and the appli¬ 
cation of modern agricultural methods, as well as the adoption 
of technology in the production processes based on modern 
scientific achievements are making agricultural production 
less and less dependent on weather conditions. High yields 
in crop farming are; already being achieved on thousands of 
hectares of land throughout the country, particularly on 
socially-owned agricultural estates, farmers’ working co-ope¬ 
ratives, the estates of geuoral-purpo.se agricultural co-operas 
fives and on tin: land included in socialist co-operation. 

It is sufficient, to quote bv way of illustration that, in 11)58, the 
socialist sector, with 15 per cent of the surfaces under wheat, 
provided ‘J5 per cent of the total production and 7(>% of the 
market surpluses of wheat in tliar year while with 11 per cent 
of the surfaces under maize it provided 11 per cent of Ihe 
total production and approximately 80 per cent of the market 
surpluses of maize. 

All this serves as another proof of how meaningless it is to judge, 
socialism in the village by the percentage of collectivised land, 
since its force lies in its social-economic influence with regard 
to participation in production and in its signilleauee with 
regard to the rise of labour productivity. 

.We must build a highly productive, industrialized agricul¬ 
ture which will be able to meet, in Ihe branches which are 
typical of our climate, not only our requirements, bill will 
also be, capable to ensure a steady increase of exports, not as 
a result, of social subsidies, but as a result of a continuous 
rise in labour productivity”. 






Chapter 2—(©OPERATIVE STRUCTURE AND FORMS 


2.1. Hole of Government vis-a-vis Cooperatives —In Yugoslavia, there 
are no departments of Cooperation or Registrars of Cooperative Societies 
as in India. There are, of course, different laws on Cooperatives which 
have been enacted from time to time according to the changing needs 
and requirements, beginning with the Basic Law on Cooperatives of 
1946 to the Regulations on Agricultural Cooperatives of 1958. The Fede¬ 
ral Executive Council has a Secretariat of Agriculture and Forestry 
which is mainly concerned with laying down broad policy and general 
targets of production and technical efficiency to be achieved. 

2.2. Bole of Party—It has also to be added that there is very close 
connection between the State machinery and the League of Communists 
and the Socialist Alliance of the Working People of Yugoslavia in the 
formulation of broad policies relating to the cooperative movement. The 
League and the Alliance, the two political organisations of the country, 
make their influence felt through the Co-operative Unions at different 
levels and also through the Peoples’ Committees and Councils at regional 
levels. 

2.3. During the first period of development in 1946—51, the State 
was more or less directly handling the development of co-operatives. 
Now, after the reorientation of the agrarian policy and introduction of 
the principle of decentralised planning and administration, co-operatives 
and their unions have become independent of direct State control. It 
may also be mentioned in this connection that the staff that were former¬ 
ly employed by the Secretariat of Agriculture and Forestry in dealing 
with co-operatives and in extension of technical services to co-operatives 
in the past have now been gradually transferred to work under various 
co-operative organisations of Peoples’ Committees. In a sense, however, 
the State can be said to have still retained the power to interfere in the. 
working of co-operatives through the Peoples’ Committees which are the 
organs of State power and control at. district and commune levels. 

2.4. Co-operative Unions —All co-operatives in districts are members 
of District Co-operative Unions (Sreski Zadruzni Savez) which are affi¬ 
liated in their turn to the Republican Co-operative Unions (Republieki 
Zadruzni Savez) ; the latter are members of the Federal Co-operative 
Union (Glavni Zadruzni Savez). 

2.5. Federal Co-operative Union —The Federal Co-operative Union, 
composed of representatives of the six Republican Co-operative Unions, 
is not an economic body. It is a kind of “Socio-Political mentor of the 
entire co-operative movement.” iri the country. It is responsible for carry¬ 
ing out and guiding State policies and law's regarding co-operative insti¬ 
tutions, and is also the chief adviser to the Federal Government on all 
co-operative issues. It is the principal mouthpiece of all co-operators in 
the country and publishes Bulletins arid an Annual Year Book which 
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gives a detailed review of flic working of all types of co-operative insti¬ 
tutions. At the same time, the Federal Co-operative Union does not 
impose any rigid set of instructions to be followed uniformly by all Re¬ 
publican Co-operative Unions. A large measure of discretion and inde¬ 
pendence is left to the Republican Co-operative Unions for guiding the 
co-operative movement within their respective jurisdiction with due 
regard to local needs and aspirations. The Federal Co-operative Union 
is a very powerful organisation in the country. Its President and several 
other members are all important members of the League of Communists 
and highly respected ideological leaders in the country. 

2.6. Republican Unions —The Republican Co-operative Unions are 
more directly concerned with the guidance and development of the Co¬ 
operative Movement within their respective areas. They keep full statis¬ 
tics regarding all co-operative insitutions, study the success and failure 
of different insitutions to find out the best way of making them prosper, 
and through their delegates to the Federal Co-operative Union, bring 
all local problems and needs to the notice of the latter Union. The number 
of delegates from the Republican Co-operative Unions is proportional 
to the number of their affiliated co-operatives their gross product and 
their membership. The same principle holds good for fixing the number 
of delegates of District Co-operative Unions to the General Assembly of 
the Republican Co-operative. Unions. 

2.7. Our team had the opportunity of visiting the Republican Co- 1 
operative Unions of Slovenia and Macedonia. The Republican Co-opera¬ 
tive Union of Slovenia had eight District Co-operative Unions affiliated 
to itself and 44 other Business Unions. The Republic of Slovenia is more 
industrialised than other parts of Yugoslavia and the agricultural popu¬ 
lation is only 38%. There were 68 Socially-owned Farms, f> Peasant 
Workers’ Co-operatives and 527 General Agricultural Co-operatives’ 
within the Republic. Apart from the propaganda and publication work 
which is common to all Republican Co-operative Unions, this Union also 
maintained staff for audit and inspection of all co-operatives—a task 
normally performed in other Republics, by District Co-operative Unions. 
Besides, it ran an Agricultural Institute, a Saving and Credit Depart¬ 
ment and a General Business Union as three semi-independent organisa¬ 
tions under its overall control. The" General Business Union sold 900 
tractors and 100,000 tons of fertilizers in 1958. General investment in 
agriculture in this Republic increased from 1 billion dinars during 1957- 
58 to 7 billion dinars during 1959-60. Live-stock, fruit growing and wine, 
manufacture are more important in this industrialised Republic than 
production of cereals. 

2.8. The Republican Co-operative Union in Macedonia, however, lias 
to deal with a backward area where 62%, of the population still depends 
on agriculture. There were 160 Socially-owned Farms, 40 Peasant 
Workers’ Co-operatives and 586 General Agricultural Co-operatives. 
Seven District Co-operative Unions, five Republican Business Unions 
and 38 District Business Unions were affiliated to the Republican Co¬ 
operative Union. In addition to General Business Unions at the District 
level, there were specialised District Business Unions on mechanisation, 
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crop farming, live-stock, fruits and wines, cotton and silk and tobacco, 
The five Republican Business Unions dealt with crop farming, live-stock, 
fruits, cotton and silk, and handicrafts. Although only 10% of the land 
in this Republic belongs to Socially-owned Farms and Co-operatives, 
70% of the fanners to-day have dealings of some kind or other with 
co-operatives. The number of tractors and combines has increased from 
240 and 2 in 1946 to 1,100 and 89 respectively to-date. Cotton, rice, milk, 
silk cocoon and tobacco were more important agricultural produce in, 
this Republic than cereals. Co-operative, investments in agriculture in¬ 
creased from 2.4 billion dinars in 1905 to 5 billion dinars in 1958. 

2.9. District Co-operative Unions —The District Co-operative Unions 
art! very important institutions. Together with the District Peoples’ Com¬ 
mittees, which closely watch the running of all economic enterprises 
within their areas, they directly supervise the working of all co-operatives 
within their jurisdiction and exercise control over their activities in 
various ways. In fact, the District Co-operative Unions are performing 
the functions of the Co-operative Department and the Registrars of Co¬ 
operative Societies in the different States of India. Unless jointly ap¬ 
proved by the Peoples’ Committee and the District Co-operative Union, 
new Co-operative Societies cannot be registered. The District Co-opera¬ 
tive Union examines whether the setting up of a new' co-operative in a 
particular area will or will not be beneficial in the interests of the local 
community. The Union examines the plans on which the co-operative is 
proposed to work. The Union fixes the minimum qualifications for ex¬ 
perts, both financial and technical, who should be appointed by the Co¬ 
operatives. The audit of the accounts of all Co-operatives is done by the 
staff of the District Co-operative Union. These audited accounts are 
approved every year by the Peoples’ Committee. All co-operatives con¬ 
tribute a share of the annual value of their gross produce for supervision 
charges to District Co-operative Unions. This is usually 0.4% of the gross 
produce. The District, Co-operative Unions are also required to keep a 
check so that the growth of eo-operafives in their area proceeds along 
correct lines towards attainment of socialist objectives. For this reason 
the management, of most of these Co-operative Unions is dominated’ by 
local, members of the League of Communists and the Socialists Alliance. 
The Presidents and 1 Vice-Presidents of the Co-operative Unions are whole¬ 
time paid office bearers. The Unions are not themselves engaged directly 
in any economic activity and are policy making, promotional and super¬ 
visory organisations. 

2.10. Bole of the Peoples’ Committee —It should be emphasised even 
at the risk of repetition, that the Peoples’ Committees, both at the level 
of the Communes and the Districts, fake keen interest in the growth and 
development of co-operatives within their area. The District Peoples’ 
Committees, however, generally go by the recommendations of the Dis¬ 
trict Co-operative Unions. Some of the members in the executives of 
both the bodies are common. Peoples’ Committees have, however, the 
ultimate sav. For instance, their approval is required before registration 
of new co-operatives, such registration being formally done by an Eco¬ 
nomic Court of the District. Perspective planning with regard to each 
co-operative is closely scrutinised by the Peoples’ Committee and the 
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audited accounts are considered and approved every year. Co-operatives 
operating at the commune level are looked after by Peoples’ Committees 
at that level aim' Co-operatives operating at the district, level are looked 
after by the Peoples’ Committees at the District level and so on. Ap¬ 
pointments of superior paid staff (like Managers) in Co-operatives have 
to be made with the approval of the Peoples’ Committee. The Regulation 
on Agricultural Co-operatives, 1958, empowers the Managers to report 
any difference of opinion with the Managing Committee to the Peoples’ 
Committee because Hie Manager is required not only to look after day 
to day administration but also to ensure due compliance with all laws. 
The Peoples’ Committee can impose its decision on the Co-operative in 
any manner it likes. The Peoples’ Committee may remove Managers and 
order reconstitution of the Managing Committees in case of mismanage¬ 
ment or violation of basic laws. Similarly it may even direct liquidation, 
of any particular Co-operative. On liquidation, and this is very signifi¬ 
cant, the properties of the Co-operative vest, with the District Co-opera¬ 
tive Union and they are subsequently taken over by any new co-operatives 
cf the same type which may be organised in that area later on. The 
members do not gent any benefit of the properties of a Co-operative after 
liquidation. The justification for this practice is that as all the assets of 
a Co-operative are built up through investment, of Social Funds for 
social benefits, only the community as a whole should have the right to 
enjoy and exploit its assets. 

2.11. Hole of ihc District Co-operative Union —The District. Co¬ 
operative Unions maintain detailed statistical data and figures relating 
to co-operative societies within their area. There is an elaborate system 
of submitting prompt, periodical returns by each Co-operative to the 
District Co-operative Union. The Unions vie with each other in planning 
rapid co-operative development, in associating an increasing number of 
private farmers with co-operatives, in wide and effective dissemination 
of co-operative ideas, in organising suitable agricultural extension ser¬ 
vices and in augmenting the resource's of trained personnel to manage 
(•('-operatives. The District Co-operative Unions are a very potent force 
helping in the gradual socialist transformation of rural Yugoslavia, We 
found everywhere that the President of the District Co-operative Union 
is a. very important member of the local community along with' the 
President of the Peoples’ Committee* and the local Secretary of the 
League of Communists. 

2.12. Our team had an opportunity of visiting .‘1 District Co-opera¬ 
tive Unions in Vojvodina, Slovenia and Macedonia. The District Co-ope¬ 
rative Union in Backa Topola (Vojvodina) had 10 Peasant Workers’ 
Co-operatives, 17 General Agricultural Co-operatives, 3 Business Unions 
and 1 Co-operal ive Savings Bank affiliated to it. Of the total area of 
86,000 hectares of agricultural land in tin* district, approximately 27,000 
hectares were in the ‘socialist’ sector, including land in 5 socially-owned 
Farms. Peasant Workers’ Co-operatives contributed 0.4 per cent, and 
General Agricultural Co-operatives 0.5 per cent of the value of their 
annual gross produce to the Union. Of 17,000 peasant holdings, 0,000 
were associated in some form with different co-operatives. 85% of the 
agricultural produce was marketed through cooperatives. The number 



oj’ tractors increased from 488 to 722 and of combine* from 16 to 108 
while consumption of fertilizers increased from 16,000 tons iu 1957 to 
40,200 tons in 1959. The President and the Vice-President were paid 
35,000 dinars and 33,000 dinars per month respectively. There were 31 
members on the Managing Board. 

2.13. Oelje District Co-operative Union in Slovenia had 70 General 
Agricultural Co-operatives with 18,000 members affiliated to it. The Co¬ 
operatives covered 78% of agricultural holdings. There was no Peasant 
Workers’ Co-operative in this Union. Besides, 5 Business Unions and one 
Co-operative Savings Bank were also affiliated. On an average, the Co¬ 
operatives paid' 0.5% of the annual gross produce value as contribution 
to the Union, the amount totalling 30 to 35 million dinars per year. The 
Irate of contribution is decided by the General Assembly of the Co-ope¬ 
rative Union. The Managing Board consisted of all members of whom the 
President (40,000 dinars per month), 2 Vice-Presidents (36,000 dinars 
per month) and one Secretary were paid. 

2.14. Titov-Vdes District Co-operative Union in Macedonia had 82 
General Agricultural Co-operative and 7 Business Unions affiliated to it. 
There were no Peasant. Workers Co-operatives in this area, but. there 
were 18 Socially-owned Farms. Of 14,000 agricultural holdings, 8,000 
were covered by Co-operatives in 200 out of 250 villages. The Co-opera¬ 
tives pay 0.1% of their annual gross value to the Union. As usual, the 
President. (35,000 dinars per month) and the Vice-President (33,000 
dinars per month) are paid. 

2.15. Prinmru Co-opera(ires —There are two prevalent types of pri¬ 
mary co-operatives in the field of agriculture viz., Peasant Workers’ Co¬ 
operatives and General Agricultural Co-operatives. They are discussed 
in more detail in subsequent chapters. 

2.16. Business Unions —“Business Unions” are associations of Agri¬ 
cultural Co-operatives, at different levels, calculated to promote and 
facilitate specialised economic activities. Where the co-operatives are 
more developed and engaged in diverse economic activities, specialised 
Business Unions are formed, e.g., crop farming Business Unions (engag¬ 
ed in' procurement and distribution of improved varieties of seeds to 
village co-operatives and in advising them on various agro-teehnical 
measures); Business Unions for mechanisation (engaged in supply of 
machinery, fertilizers, plant protection chemicals, technical services find 
advice, training of technical staff, and study and testing of new machines 
for suitability) ; Business Unions for hops (engaged in collecting, storage, 
pressing and packing hops for export and research). These specialised 
Business Unions may operate with the whole district as their area of 
operation or \yithin more limited areas inside a district in accordance 
with the volume and variety of business. The District. Level Business 
Unions are in their turn federated into Republican Business Unions en¬ 
gaged in particular functions. The Republican Business Unions are 
grouped ill Federal Associations which discuss and take decision on 
policy matters without being engaged in direct, business operations.. In 
other eases where the number of co-operatives is ngt large or where the 
eo-operatives have not yet attained the required degree of economic 
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momentum, there were Business Unions engaged in several activities at 
a time, covering particular areas. These are called ‘‘General’’ Business 
Unions as distinguished from “specialised,” Business Unions. Thus, 
whereas in the Republics of Serbia and' Croatia the comparatively greater 
development and larger number of co-operatives have favoured the 
growth of specialised Business Unions, there are only “General” Busi¬ 
ness Unions in Slovenia which has fewer co-operatives and in Macedonia 
where the co-operatives are comparatively less developed. The functions 
and achievements of Business Unions are discussed in more detail in a 
later chapter. 

2.17. Co-o pent tire Saviriys Hanks —It has been stated earlier that 
all credit for agriculture in Yugoslavia is confined' to the “Socialist 
Sector” which includes Socially-owned Farms and the Peasant Workers’ 
Co-operatives ami General Agricultural Co-operatives. The private 
farmers who still own 1)0% of the agricultural lands in Yugoslavia are 
unable to get any credit facilities unless they enter into an agreement 
with eo-operatives or socially-owned farms. In the beginning, such credit 
used to be given through the Co-operative Agricultural Bank, the National 
Bank of Yugoslavia and the State Investment Bank. There were frequent 
changes in the constitution and functions of these Banks at the national 
level. Ultimately, the Federal Agricultural Bank was set up in 195s and 
started 1 functioning from January 19rffi The Bank is meant solely for 
advancing short-term, medium term and long-term loans to the 
“Socialist” Sector. Co-operative Savings Banks at the district and lower 
levels have also been set up. The constitution and functions of these ins¬ 
titutions are discussed in a later chapter, 

2.18. Handicraft* f'o-opmtgbies- -After the war, under conditions of 
nationalised industry and commerce, II an die rafts Co-operatives were 
developed in Yugoslavia and played a significant role particularly during 
the time of general commodity scarcities. Although their importance has 
gradually declined, there are still quite a few of them, especially in 
Macedonia, providing employment among agriculturist families, specially 
their women-folk, during the off-season. The Handicrafts Co-operatives 
also eater to the demands of tourists and exports and help to mobilise 
the traditional skills of local craftsman in production of artistic wares. 

2.19. Housing Co-operatives ■—With the rapid industrialisation of the 
country and consequent movement of rural population to the growing 
cities and towns, housing shortage is becoming a pressing problem with 
all the Municipal' Administrations. The continual rise in urban popula¬ 
tion compelled the State to provide bousing accommodation to the City 
workers, but the housing programme taken up directly by the State is 
not enough. Hence, Housing Co-operatives are now being encouraged and 
they are putting up new and modern blocks of Hats every year in the 
big cities, particularly in Belgrade. 

2.20. These Housing Co-operatives are open for membership to all 
kinds of city workers, provided they raise 25% of the required capital 
among themselves. 75% of capital requirements are provided to the 
Housing Co-operatives in the nature of Social Funds by the National 
Bank to be repaid by the members in 50 years at 1% interest. The flat 
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allotted to a member is hypothecated against the loan which is recouped 
through deduction from his salary, Employers of the members deduct 
6 to 10% of their salary and pay the instalments to the lending bank 
under intimation to the Housing Co-operatives. After completion of the 
apartment, members may also choose to pay directly to the Bank. Special 
Housing Banks have also been set up; they receive deposits from the 
public but mainly operate with funds provided through the Federal 
Budget.. The liability of each member is 10 times the membership fee and 
continues for 2 years even after he ceases to be a member. The members 
form a House Council which takes responsibility for repairs and services; 
small charges are levied on the members to meet these recurring charges. 
The Housing Co-operatives are given lands free for this purpose by the 
State. 

2.21. The team visited the Betonjerka Housing Co-operative in 
Belgrade. It had set up 4 blocks of flats for city workers. The flats have 
been differently designed with varying accommodation for different 
income groups. Normally no member is allowed to have more than 2 
living rooms plus a kitchen, etc. Established in 1956 the Co-operative 
had 600 members in 1959. Membership fee was 5,000 dinars. The average 
cost of an apartment was 2.2 million dinars. The President and Secretary 
of the Co-operative were paid 95,000 dinars and 33,000 dinars respec¬ 
tively per month and were whole-time office bearers. Another interesting 
feature of such co-operatives was that whereas professional architects 
have to pay taxes which may be as high as 93%, of their income sometimes, 
they get concessions if they are members of a Housing Co-operative and 
work on designing and building houses for the Co-operative. 



Chapter 3—PEASANT WORKERS’ CO-OPERATIVES 

3.1. General Objectives —It has been stated earlier that after the 
First Agrarian Reforms of 1945, attempts were made to initiate the pro¬ 
cess of socialisation in agriculture partly through the State (now called 
Social or Socially-owned) Farms and partly through the Peasant 
Workers’ Co-operatives (Seljacke Radne Zadruge). While the former 
type of organisation was a completely Socialistic enterprise, the latter 
was intended to bring together the individual farmers in a transitional 
phase towards the establishment of ideal socialist relationships and also 
to indicate the way for increased agricultural production. Surplus lands 
which became available after the Agrarian Reforms were distributed 
almost equally between the State Farms and the Peasant Workers’ Co¬ 
operatives. The largest number of these Co-operatives were set up in the 
Sava-Danubian Valley where families of war veterans were settled in 
considerable numbers on the rich lands confiscated from the anti-national 
minorities. 3 to 5 hectares of land were leased out to each family sepa¬ 
rately, but the families decided to pool the lands together for joint culti¬ 
vation. 

3.2. Types of Peasant Workers' Co-operatives —Four types of Peasant 
Workers’ Co-operatives were evolved according to the extent or degree 
of collectivisation— 

(1) In the first type rent for land pooled was paid by the Co¬ 
operative to the members at the rate of 50% of the prevalent 
standard rent. Each year the rent to be paid was decided by 
the members at a general meeting. Rent was payable for hold¬ 
ings below 10 hectares. This was considered to be ideologically 
the least advanced type of Peasant Workers’ Co-operative. 

(2) In the second type, interest calculated on the valuation of the 
land at a rate not higher than the National Bank rate was 
paid to the member. 

(3) In the third type, the proprietary rights of the members in 
their lands were treated to be retained, but no rent or inter¬ 
est was paid to them. 

(4) In the fourth type, all lands were pooled and all proprietary 
rights were completely extinguished’. This was considered to 
be the most advanced type and became a pure collective. This 
was the type most favoured by political workers, and was 
mostly organised by veterans of the Liberation War and land¬ 
less peasants, the aim being that the ownership aspect of a 
peasant, should give place to the worker aspect. 

In all the above types, homestead plots, not exceeding 1 hectare, but 
normally not exceeding half a hectare, were permitted to be retained for 
private use. Draught animals and' agricultural implements belonging to 
the members were also pooled. They were, however, permitted to retain 
for themselves one cow with a calf, five sheep, one pig with several pigs. 
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;md hand tools. Payment was made by the Co-operative for all pooled 
live-stock and implements. 

3.3. Fight of Withdrawal —A person could withdraw from member¬ 
ship and' take back his land after paying for suitable compensation for 
improvements effected. But the minimum period before such withdrawal 
could be made was 3 years and 6 months’ notice, in advance, in writing 
was required. In the first three types, a member was allowed to withdraw 
his land except in cases where such withdrawal involved serious distur¬ 
bance in the compactness of holdings; in such cases, they were compen¬ 
sated with land of equivalent area (with due regard to quality) in the 
periphery, or in cash. In the 4th type, the Co-operative decided whether 
compensation should be given in land or in cash. 

3.4. Method of Working —Every member of the Co-operative was 
required to work in the fields or on live-stock. Working members were 
split up in Work Brigades, usually numbering about 30, which were 
again sub-divided into Groups. Leaders of Brigades and Groups were 
men with better knowledge of farming and better co-operative training. 
Each Brigade was required to do the same kind of work for a period of 
3 years. Final distribution of income was made at the end of the year, 
advance quarterly payments being made at rates not exceeding 50% of 
the annual wage estimates. These advances were calculated on the basis 
of man-work-hours, but without detailed reference to the skill or efficien¬ 
cy of the individual worker. Wages were paid partly in cash and partly 
in agricultural produce. Final distribution of wages was made after 
calculating— 

(a) material costs of production, 

fb) replacement, of machinery, 

(e) services of outside experts and outside agencies, and 

(d‘) rent| interest for pooled land. 

The balance left over was credited to the different funds of the 
Society and also distributed to the members in proportion to their labour 
input. The different funds of the Co-operatives consisted of: 

(a) Reserve Fund (both in money and produce, e.g. grain and 
fod'der); 

(b) Social Fund (for old and disabled members, pregnant women, 
bealtli centres, e.reelies, etc.) ; and 

(c) Cultural Fund (for books, library, radio sets, entertainment 
hall etc.). 

3.5. Progress in formation of Societies —Though legally the principle 
of voluntariness in joining a Co-operative was recognised, a great deal 
of indirect pressure and inducement was put on individual farmers to 
join such co-operatives. Ideological pressure was sometimes applied by 
party cadres at lower levels. Indirect inducements were provided in 
various ways e.g. the co-operatives were exempted from compulsory de¬ 
livery of a fixed share of the produce at pre-determined prices and from 
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certain taxes, while those conditions were strictly applied on all indivi¬ 
dual tannery. The individual farmers were denied all State assistance, 
and all facilities for agricultural credit. As a result, by 1949, 6.500 Pea¬ 
sant Workers’ Co-operatives were set up. That, year about 15 Societies 
were being registered on some days with 800 peasant families joining; 
in. By 19a2 tho number rose to 7,000 covering 2.29 million hectares or 
15% of the total agricultural area of the country. The number of trac¬ 
tors in the Peasant Workers’ Co-operatives increased from 1,700 to 0,000 
amt' that of combines from nil to 20s. Out of the area under the Peasants’ 
Workers’ Co-operatives, bulk of the land was pooled by individual far¬ 
mers out of the land allotted to them. Only a negligible .fraction of old 
privately-owned peasants' land was brought, under the Peasant. Workers' 
Co-operatives. The distribution among the four types was as follows — 

1st typo .. ... .. 8.4% 

2nd type ... .. ... ... 26.3% 

3rd iic 4th types i taken together) .. Oo.OG 

3.6. Subm-qut til 11 i i'iiic —By 19.>1, serious discussions had started 
regarding the working of these Co-operalives. ft was noticed that a ten¬ 
dency had appeared among a large number of Members to dispose of 
their live-stock and better equipment before joining the co-operatives. 
Generally peasants with small holdings and few live-stock and poor 
equipment became members. The Co-operatives were thus a combination 
of poor peasants, with primitive ieehni<|ues. inadequate modern techno¬ 
logical equipment and guidance. The'creation of larger units (fid not, by 
itself, improve efficiency. There was also the problem of surplus labour 
force on land. The system of uniform rates of wages for all workers was 
a great disincentive. Working discipline was low ; most of the members 
were more concerned will) production on their small homestead plots. 
Investment of Social Funds in such Co-operatives were also inadequate. 
There were repeated desertions. The attachment of the Yugoslav fanners 
to land was great and this was not recognised in the ideological fervour 
in setting up the .‘ird and 4th tpves of Societies in large numbers, and 
In- reducing them to the status of mere wage earners incentive was fur¬ 
ther weakened. As a consequence of all these, production actually fell 
in most of these Societies. 

3.7. h'l i'isioii of PoUaj— Tn the period 1952-53, the basis for the 
new economic system was being evolved. The market was being given a 
larger role and opportunities of freer development. Decentralisation was 
being introduced boll) in the management of economic enterprises amt’ 
planning. Greater incentives were being provided to individual iarmors! 
for increased production. The system of compulsory deliveries of agri¬ 
cultural products was abolished and replaced, by the system of free con¬ 
tractual relations of normal market operations. As the new economic 
system developed, the then existing methods of working in the Feasant 
Workers’ Co-operatives were found to he backward. ’1 be (loxernmeid 
then came to the conclusion that a re-organisation of the Feasant Workers 
Co-operatives was essential. Those that Were not economically efficient, 
and where the members wanted to go out. needed to be dissolved. The 
abolition of the system of compubeVy deliveries of grain changed th» 
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attitude of private producers. It was now advantageous for them to 
leave the Peasant Workers’ Co-operatives. As a consequence, the number 
of Peasant Workers’ Co-operatives dropped sharply from 7,000 in 1952 
to 578 in 1956 and finally to 370 in 1959. Agricultural area decreased 
from 2.29 million hectares in 1952 to 207,000 hectares in 1955. 

3.8. Pattern o[ Re-organisation —After 1953, the remaining Peasant 
Workers’ Co-operatives were reorganised' on new principles. There was 
a general trena’ of policy towards more genuine demoeratisation in the 
management of such co-operatives and more realistic emphasis on incen¬ 
tives for production. Proprietary rights on land were specifically recog¬ 
nised by providing return on land. The limit of 1 hectare on the area of 
homestead plots was withdrawn. All live-stock and implements were also 
allowed to remain with the member. The work he did on the co-operative 
farm was separately remunerated. Previously, wages were uniform for 
the same man-work-hours. Now different norms were fixed for different 
types of work and the time taken by members to do the jobs allotted to 
them was also taken into consideration in determining wages. 20 to 25% 
more wfis paid to members for specialised work. The principle of income 
distribution followed’ the same pattern as in other socially-managed indus¬ 
trial enterprises. The elected workers’ councils were urged, and. encourag¬ 
ed, to take more active interest in framing annual targets of production 
and annual programmes of work. 

3.9. At this place it may be worthwhile reproducing an extract from 
a speech of Edvard Kerdelj on 23rd April 1956. 

“Socialist transformation of the village does not consist, nor will 
it ever consist, of a simple introduction of Work Co-operatives, 
but in a coneious and organised actuation of all those objective 
and subjective factors in the economic relations in the village 
of today which are going to secure a gradual development of 
socialist .relations, parallel with the birth of the material base 
of this development. 

Where was the main ideal aud economic weakness of our earlier 
campaign for Work Co-operatives? It lay primarily in the 
mechanically and non-critically adopted concept to the effect 
that a simple unification of land and joint work on land’— 
irrespective of the level of development and character of the 
means of production—could give a superior economic result 
and socialist relations. If this were true, then socialism would 
have been possible at the village in the Middle Ages already. 
This evidently is a schematic premise dissociated from 
Marxism. 

We must, never forget that socialism can only beat capitalism with 
a higher labour productivity and quicker development of pro¬ 
ductive forces. 

Yet every thing considered it confirms the principle that the path 
to a socialist transformation of a village does not lead through 
a campaign to agitatorial unification of the land and the introi 
duction of primitive forms of joint work but through the 
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creation of social funds in agriculture and thus the socialising 
of the basic- means of production. To this goal should be 
adopted our whole General Co-operative Organisation_” 

d.lU. Fhe old type of the Peasant Workers’ Co-operatives has been 
now dissolved. Several of them have amalgamated with Spite Farms, 
otheis with Geueial Agricultural Co-operatives. In a few eases, the name 
has been retained by tradition but in the system of organisation and 
working anangements, the few surviving Peasant Workers ’ Co-operatives 
have kept their old name, but behind that name today, there is an entire¬ 
ly different co-operative, approaching the Social Farm on the one hand 
and' the General Agricultural Co-operative on the other. Hence the autho¬ 
rities in \ ugoslavia have decided not to go on creating a parallel orga¬ 
nisation with the same internal and organisational content, especially 
when the name Peasant Workers’ Co-operative is considered inadequate 
historically and which, in their own language, is not popular among the 
peasants any more. Tn some respects, as will be explained in the subse¬ 
quent chapter, the General Agricultural Co-operatives of today are ap¬ 
proximating the first type of the Peasant Workers’ Co-operatives men¬ 
tioned earlier. The ultimate aim, however, as has been mentioned in the 
opening chapters of Agricultural Poliey in Yugoslavia, is still socialisa¬ 
tion, not only of the means of production in agriculture but of land, 
though the latter may come about, slowly. 

3.11. A Case History —Our team had an opportunity of visiting only 
one co-operative of this type at Lovcenae in Baeka Topola area. This co¬ 
operative was established in 1946 with settlers, who had been fighters in the 
War of Liberation, moving into this fertile area from the Republic of Mon¬ 
tenegro; they named it after their great national peet “N-JEGOSH”. 
Actually, 5 co-operatives were formed in March 1946 with 1,020 members 
and covering 4,500 hectares. There were few cattle, no tractors and many 
difficulties. In 1948, the five co-operatives were amalgamated into a big 
one and named “Njegosli”. 120 local landless labourers were also enrolled 
at that time as members. In the same year the State Machine Station near 
the place was given over to the co-operative which thereby received 15 
tractors. The land had’ been vacated by the German minorities and was 
leased out in separate parcels of 5 to 10 hectares to members of the co¬ 
operative. who pooled them together for joint cultivation. 0.7 hectares 
was left to each family for personal cultivation. 

3.12, After the 1953 Agricultural Reforms, 80 members left the 
co-operative. The co-operative thereupon made some internal reforms, 
introducing rent at the rate of 5 quintals of cereals per hectare payable 
to members. Homestead plots were also increased from 0.7 hectare to 1.2 
hectares per member. Work is organised through Brigades and Working 
Groups. The Brigade leaders are paid a fixed sum of 16,000 dinars per 
month and they also receive a bonus if the Brigades record good achieve¬ 
ment. Disputes between any worker and his Brigade leader arc settled 
by agricultural experts or by the Managing Board. There are 100 land¬ 
less workers; 800 members receive rent only without any other rights, 
and 400 have full membership rights with their liability fixed at 4 times 
the contributed share capital of 1000 dinars each. Many have just given 
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their laud to the co-operative and work elsewhere in industrial enter¬ 
prises, or are students. The co-operative is not obliged to employ all 
members with work. Every member is free to find a job elsewhere. As 
tjuite a fair number of members do so, the farm has to engage hired 
labourers also. If these hired labourers work continuously for six months 
Or more, they „have to contribute 121% of their wages towards compul¬ 
sory health insurance. 

3.1•'!. The farm increased its investment capital from -'lUO million 
dinars in 15K>3 to 700 million dinars in 1958. It expected to increase the 
total investments in 195!) to 1020 million dinars. The value of gross pro¬ 
duce was expected to be 1080 million dinars in 1959 and the gross in¬ 
come (including wages) to 940 million dinars. Material expenses on seeds, 
fertilizers, tractor repairs, depreciation etc. would amount to 099 million 
dinars including 54 million dinars on account of rent payable to mem¬ 
bers. The total wage hill for 1959 was expected to be 12G million dinars. 
35% of the wages are deducted before payment for credit under:— 


(a) Social insurance 

.. (24%) 

(b) Housing . ., 

• • (15%) 

(c) Training 

v .. (1%) 

(d) Contribution to budget. . . 

• ■ (4%) 

There are as many as 800 different norms under 8 broad categories on the 
basis of which wages vary from 350 dinars per day to 800 dinars per 
day per worker. The expected net profit of 224 million dinars is proposed 
to be distributed as bonus (44 m. dinars’) and to be credited under differ¬ 
ent. funds, viz., (i) Investment Fund (IK) m.). (ii) Common Service 
Fund (30 in.) and (iii) Working Capital (40 m.). 

3.14. Production figures for wheat and 

maize were as follows:— 

Wheal 

Maize 

1033 .. .. MS tj h 

1037 .. . . 23 q/ii 

(2d (j/h on home*stead plots). 

1930 *. .. 65 q/h 

{25 q/h oil home st ead plots). 

22 i| h 
tOq/U 

(-S i( Ii on home-stead plots). 

4!» f| ' Ii 

(:!.'! cj h on hoiue-sleatl plots). 


3,15. The Farm is affiliated to the different Business Unions of Ihr 
area, and to the District Co-operative Union. It pays a contribution of 
0,4% of the gross produce to the District. Co-operative Union. 


3,1(5. Out of the JSO members who left in 195:5, (58 have rejoined, 
making up the total number of member families now to be 900. Out¬ 
going members, together with other local agriculturists who have larger 
plots, formed a General Agricultural Co-operative. The proposal was to 
amalgamate this General Agricultural Co-operative with the Peasant 
Workers’ Co-operative from 1st January 19(50. The resultant organisa¬ 
tion is intended to retain the name Peasant Workers’ Co-operative with 
a separate department for servicing private homestead lands. 




Chapter 4—GENERAL AGIMCLLTURE CO-OPEUATIVKS 


4.L driuial Siffiujicaiicc —The General Agriculture (-o-operatives 
t (){»stf Poljoprivmina Zadruge) to-day constitute the most important, 
form of Co-operation in the field of Agriculture in Yugoslavia. With the 
discrediting of the Peasant Workers’ Co-operatives, the General Agricul¬ 
tural Co-operatives have come to he recognised as the principal instru¬ 
ment for socialising agriculture and at the same time increasing agricul¬ 
tural production. Such recognition has led to a significant increase in the 
scope, resources and operation of these Societies and to-day nearly half 
of the farming families in Yugoslavia are associated with these Co¬ 
operatives ill one way or other. 

4.2. //isloriciih Evolution —The General Agricultural Co-operatives 
have had a long and variegated career. While a number had started as 
registered Co-operative Societies long before the last, World Wav, most 
of them began during the war essentially as consumer co-operatives 
handling stores and controlled commodities. Subsequently they took on 
functions of supplying productive agricultural requisites such as seeds, 
fertilizer, live-stock and agricultural machinery. When retail consumer 
trade was nationalised, these* Co-operative Societies were further reorga¬ 
nised' and functions of marketing and processing of agricultural produce, 
and even Agricultural Extension Service were added to them. During 
recent years, several General Agricultural Co-operatives have also added 
land of their own where they conduct farming operations. Such land 
has been allotted to them by the State, or they have obtained it under 
agreement from individual fanners. Thus, there has been a progressive 
widening and diversification of functions and at, present this type of 
Co-operative, broadly speaking, has come to assume the position of a 
Service-cuim-Farming Society, though il remains predominantly a Ser¬ 
vice Society. 

4.;). An (i of Operation .Tim area of operation of General Agricul¬ 

tural Co-operatives is fairly large. In some of the prosperous areas, such 
as Vojvodina, a village with a population of about 10,000 and covering 
an arable area of over 4,000 hectares (or about 10,000 acres) lias a 
General Agricultural Co-operative. In less fertile areas, the area of 
operation extends beyond the jurisdiction of one village and covers a 
large number of theiq. The primary consideration in determining the 
area of operation of a General Agricultural Co-operative has been eco¬ 
nomic viability and operational efficiency. In several eases of Co-opera¬ 
tives that the Team visited, they came across instances of smaller or 
weaker units having been amalgamated so as to form effective operational 
Agricultural Co-operatives. This programme of rationalisation and 
strengthening of General Agricultural Co-operatives still continues. 

4.4. Fund ions —As already indicated, there is no rigid approach 
regarding the functions- of the General Agricultural Co-operatives. 
Thetc bus been a progressive multiplication and widening of the func¬ 
tional activities of the Co-operatives. However, the most important 
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activity is the marketing of agricultural produce followed by supply of 
credit and agricultural productive requisites such as seeds.' fertilisers, 
and agricultural implements. Such supplies are generally made available 
on credit, but unlike the Service Co-operatives in India, the General 
Agricultural Co-operatives in Yugoslavia have not contended themselves 
with the delivery of supply to the farmer; they even go and actually 
apply the fertiliser etc. to the land of the farmer if so agreed upon. 
During recent years, the extent of supplies handled by the General 
Agricultural Co-operatives have shown a very great increase. This is 
borne out by the following figures:— 





1955 

1956 

1957 

Supply of wheat seeds (tons) . . 

, , 


11,118 

30,117 

31,797 

Fertilisers (tons) 



139,000 

229,088 

377,712 


4.5. Marketing —Besides the supply of agricultural production requi¬ 
sites, the General Agricultural Co-operatives undertake as already men¬ 
tioned the vital task of marketing agricultural produce. Under a Federal 
Law enacted in 1953, the General Agricultural Co-operatives are. the only 
organisations which are permitted to buy agricultural produce from 
private farmers for re-sale. Furthermore, these Co-operatives are provid¬ 
ed with large marketing finance and also funds for construction of 
storage. This has enabled the General Agricultural Co-operatives to 
handle nearly 70% of the total marketable surplus. In some of the more 
developed areas, they are handling as much as 85%. 

4.(5. Supplies —In addition to the above, another function of the 
General Agricultural Co-operative is to provide the farmer, with a Farm 
and Extension Service. This function covers a wide range of activity 
including tractor cultivation, mechanical harvesting and even irriga¬ 
tion and drainage facilities, in addition to advice relating to seeds, ferti¬ 
lisers, plant protection measures etc. For rendering these services, the 
Co-operatives have large productive assets consisting of tractors, combines, 
various types of agricultural machinery and irrigation works. For 
rendering technical advice, the General Agricultural Co-operatives have 
a crops of technical staff of agricultural engineers, agricultural econo¬ 
mists, agronomists and technicians. The Co-operatives also have the 
monopoly for distribution of chemical fertilisers and improved seeds. The 
General Agricultural Co-operatives have been equipped for carrying out 
plant protection measures. 


Tlie following figures indicate how some of these activities have been 
undertaken on an expanding scale during the recent years:— 



1956 

1957 

Ploughing on private holdings (hectares) 

131,286 

259,515 

Harvesting on private holdings 

23,563 

28,752 

Sowing on private holdings 

20,445 

65,512 

Threshing on private holdings 

383,714 

10,10,963 


4.7. Credit —The General Agricultural Co-operatives have also under¬ 
taken to provide credit, in cash, to an individual farmer in certain 
instances. Such loans are given only where the farmer concerned under¬ 
rakes to market his produce through the Central Agricultural Co-opera¬ 
tive and is limited to 30% of the estimated value thereof. For the rest 
credit requirements are generally made available only in the form of 
supplies and services by the General Agricultural Co-operative. 

4.8. Farming—As indicated, several General Agricultural Co-opera¬ 
tives have lands of their own also. These lands generally have been allot¬ 
ted to them by Government. In many eases, however, 'the lands have 
been obtained by the Co-operatives under agreement from individuals who 
have either migrated to cities for employment in industries or are physi¬ 
cally unable to carry on farming or where they are interested in con¬ 
centrating a specialised branch of agriculture like poultry keeping, cattle 
01 pig rearing, etc. In such land, the agricultural co-operative carries out 
farming on its own account. 

4.9. Operation Die actual operation of the various functions listed 
above is regulated by a very significant, system that has been evolved in 
regard to the working of the General Agricultural Co-operatives. The 
Co-operative does not necessarily provide all the supplies and services 
mentioned above to every farmer. It is for each farmer to determine, for 
himself, to what extent he is interested in particular supplies and services. 
After such determination, he enters into a written agreement with the 

jo-operative. The exact terms and conditions of the agreement vary in 
each individual ease. The agreement may in one case confine itself only 
to a simple supply of fertiliser or seed. Again the agreement may list 
3 or 4 services. In the extreme form, the agreement may cover all opera¬ 
tions relating to production i.e. cultivation, sowing, right up to harvest¬ 
ing. The agreement also simultaneously specifies the obligations and 
responsibilities to be assumed by the farmer. For instance, if in any 
given case, the Co-operative undertakes or assumes responsibility to 
plough a certain area of land, the cultivator may undertake 
to sow the seed and remove the weeds in accordance with a mutual 
agreed time schedule. Under these agreements the General Agricultural 
Co-operative can also assure a certain minimum production to the farmer 
entering into the contract. If such production does not materialise the 
Co-operative is under obligation to re-imburse the farmer. On the other 
hand, if excess production takes place, the Co-operative may in addition 
to payment for services rendered, claim a share in the excess produce. 

4.10. From the above account, it will be noticed that there can be 
any number of permutations and combinations in the agreement executed 
between a farmer and a General Agricultural Co-operative. It is also 
necessary to add here that for availing himself of the services of a General 
Agricultural Co-operative, a farmer need not be a member of the Co¬ 
operative. In fact, from this point of view, the Co-operatives do not gene¬ 
rally make any distinction between a member or a non-member. The 
Co-operative is more concerned to find out how many farmers have entered 
into agreement with them and for what purposes, and the extent to which 
such agreements are resulting in increased agricultural production. 
Generally speaking, in a General Agriculture Co-operative, information 



about the number of persons who have entered into contracts with it, 
the kind ot agreements entered into and the purposes for which such 
agreements have been entered are much more readily available than 
information about the number of members or the amount of share capital 
contributed by them. 

4.]]. M ana {/r me lit —The General Agricultural Co-operative, to a 
certain extent, has the usual apparatus ot a Co-operative Sovietv with 
limited liability. There is a general Assembly consisting of all members 
as well as a Committee of Management. In bigger Co-operativos, the 
General Assembly of members does not meet at one place; but the mem¬ 
bers meet in groups and elect delegates to a Council which acts as the 
assembly ot the Society. Incidentally, while in regard to services render¬ 
ed, the Co-operative makes no difference between the members and non¬ 
members, a distinction is made so far as participation in the management 
is concerned. Only members are eligible to attend the General Assembly 
meetings and take part in the election of the Committee of the Manage¬ 
ment. In the bigger General Agricultural Go-operatives, in addition to 
the Management Committee, there are special Committees for different 
subjects. In the Committee of Management, besides representatives 
elected from among themselves by the members, certain number of seats 
are also held by persons representing the paid employees of the Co-ope¬ 
rative. 

4.12. General Director or Manai/ir —While important matters of 
policy, etc. are considered by the General Assembly, the day to day ad¬ 
ministration vests in a functionary called the General Director or Mana¬ 
ger. For his recruitment, the Committee of the Management of the Co¬ 
operative alone is not. a competent authority. lie is recruited through a 
special Commission on which, besides the Co-operative, the District 
Peoples’ Committee and District Co-operative Cnion are also represent¬ 
ed. Generally speaking, he is selected for his technical ability and his 
administrative experience. lie is a whole time paid employee and does 
not necessarily belong to the area of the Co-operative. lie is responsible 
for the execution of the decisions of the Committee of the Management, 
and the General Assembly and also over-all management of the affairs 
of the Society. Ordinarily he is bound by the decisions made by (In¬ 
appropriate organisations of the Co-operatives. However, if in any given 
ease, be considers that the decisions contravene the provisions of a basic 
law or the requirements of Socialistic principles, be is required to refer 
the matter, before implementation, to the District Peoples’ Committee, 
whose decision in such matters is final and binding. The General Mana¬ 
ger of the Co-operative is also not liable for removal by the Co-operative 
except with the approval of the District Peoples’ Committee. 

4.13. Other P><vetionarics —Besides the General Manager, the Co¬ 
operative has a corps of technically trained staff of various categories. 
Such staff works under the general control and supervision of the 
General Manager. 

The President and Vice-President of (he General Agricultural Co¬ 
operative are elected out of the members, and are honorary office 
bearers. 



4.14. Finance —Considering the multifarious functions of the Gene¬ 
ral Agricultural. Co-operative, it is evident that a Co-operative needs 
considerable financial resources. These resources are mostly obtained by 
the Co-operatives, by way of loans, from the District Co-operative Sav¬ 
ings Banks. Such loans are general^ conditional upon the Co-operative 
contributing a certain proportion of their own funds towards investment. 
The Co-operatives invariably have small share capital collected from 
members. Hence, all the profits are allotted to the reserve fund and in¬ 
vestment fund and all these funds, in turn, are ploughed back into 
making further investments. The General Agricultural Co-operatives, 
instead of paying their contribution of land tax to the District, Commune, 
are authorised to invest their contribution to their own capital fund and 
utilise it for their own investment purposes. 

As already indicated, the General Agricultural Co-operatives are 
looked upon as a most important social organisation. Accordingly large 
investments, needed by agriculture, are made out of public revenues (or 
social funds). The owned capital of a General Agricultural Co-operative 
invariably forms a very small proportion of the total working investment 
fund of the Co-operative. 

4.15. Visits to Co-operatives —The team bad an opportunity of visit¬ 
ing 7 General Agricultural Co-operatives, 2 in Backa Topol a area in 
Vojvodina, 1 in Slovenia, 2 in Croatia and 2 in Macedonia. 

The General Agricultural Co-operative in Backa Topol a was estab¬ 
lished in 19.36 covering 3 villages and having 2,200 members. It was a 
comparatively small society. In 1941 this area which lies on the Hunga¬ 
rian border, was in the occupation of the Hungarian army. Today, of 
the total area of 9,000 hectares, 7.000 hectares are serviced by the Co¬ 
operative through members as well as non-members having contracts 
with the Co-operative. The Co-operative has 26 tractors, each with 4 or 
5 attachments, and 6 different departments viz., cattle feed, service 
station for mechanisation, nursery for fruits, poultry and incubators, 
farming and extension service. Investment capital rose from 6.50 m. 
dinars in 1946 to 400 m. dinars in 1959. The value of gross produce was 
680 m. dinars in 1958 and' was expected to be 1 billion dinars in 1959. 
There was a net profit of 47m. dinars in 1958, and a net profit of 70 m. 
dinars is expected in 1959. The proportion of owned and borrowed 
capital was 23:77. Under ‘Joint Production Agreements’ contributions 
are made by the Co-operatives and by individual members towards in¬ 
vestment of cash, fertilisers, etc. and services. After harvest, some rent 
is paid by the Co-operative to the members and the balance is divided in 
proportion to respective investments. Of the 80 members of the Workers’ 
Council 36 are employees on the Co-operatives’ own Harm. 

4.16. The General Agricultural Co-operative, “ Shir a Moravica” 
(also in Vojvodina) was established in 1945 covering 5000 hectares of 
land in one village. Tt lias 3400 families as members and 300 families 
doing business with the Co-operative on contracts. The Co-operative has 
47 hectares of land of its own and 600 hectares of land under contracts* 
for joint productions. The other lands are covered under other tvpes of 
contracts. Bents for lauds paid by the Co-operative vary from 25.000 to 
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38,000 dinars per hectare, varying with the quality of land and in pro¬ 
portion to the distance of the land from the Co-operative, The Co-opera¬ 
tive has 15 tractors and 3 combines. Apart from farming activities and 
extension services, the Co-operative also produces cattle feed and chilly 
powder, processes fruits and vegetables, distils brandy and rears sheep. 
The gross produce value was 328 m. dinars in 1958 and was expected to 
be 500 m. dinars in 1959. Net profit was 23 in. dinars in 1958 and ex¬ 
pected to be 40 in. dinars in 1959. 

4.17. The General Agricultural Co-operative at Sempeter in Slovenia 
was the most prosperous General Agricultural Co-operative that we saw. 
Established in 1948, it has 504 members in 9 villages and serves 734 
hectares of land, including 166 hectares under hops. Apart from services 
rendered in the matter of supply of fertilisers, seeds, tractors and agri¬ 
culture experts and in the matter of crop insurance, plant protection 
and guaranteed market, the Co-operative also produces hops, fruits, oil 
seeds live-stock and wool. Interesting features about this Co-operative 
were the savings made by the members and the big modern building. There 
are 228 depositors with 28 m. dinars to their credit by way of savings; 
the average being 100,000 dinars per member. (In Vojvodina, this figure 
for a society was only 15,000 dinars per member, whereas in Macedonia 
it: was practically nil being only about 1,000 dinars in one case). The 
Co-operative completed its new building in 1958. It is a modern building 
with the Society’s office, Savings Bank, Tractor Garage, Sendee Station, 
Kitchen, Baths, Laundry, Training Classes, a Lounge with a Television 
set. and a Cinema House. The Workers’ Cultural Society manages cul¬ 
tural show’s including TV shows and cinema shows. The Co-operative 
also runs a course on social education for ‘young co-operators’ including 
women who are trained in sewing, cooking, laundry work and home 
science. This society was also indicative of the more prosperous character 
of Slovenia. The General Agricultural Co-operatives at Poree and Buje 
at Croatia serve areas in the Istrian Peninsula producing grapes for 
manufacture of wine. The grapes are marketed and processed through 
the Co-operatives which sell them to wine-manufacturing enterprises 
through the District Business Unions. Credit, technical advice and plant 
protection measures are provided by the Co-operatives. The members get 
an advance price for grapes at the rate of 70 to 80% of the previous 
year’s price or the expected price for the current year. They get the 
balance out of the final sale proceeds. Purchase dividends are distributed 
to them out of the net profits. On the whole, members were said to receive 
10 to 30% more than non-members for their grapes. Cultivation of grapes 
in this area is quite profitable. The yield is 60 quintals per hectare, gross 
income is 300,000 dinars per hectare and the net gain is in the region of 
150,000 dinars per hectare. 

4.18. The General Agricultural Co-operative at Bogdanei (Mace¬ 
donia) was a Peasant Workers’ Co-operative till 1953. It became a 
General Agricultural Co-operative in 1957, covering one village of 4,500 
people and comprising 590 agricultural families as members. Of 6,600 
hectares of land served by it, 434 hectares are its own laud. 210 hectares 
are under ‘joint cultivation’. In 1953 it had 2 tractors; now it has 11. 
Tomatoes, rice, maize, wheat, grapes, cotton and mulberry are grown in 
this area and the Co-operative has also started a Savings Bank, This was 
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formerly a very backward area, but now the village ean claim to have all 
700 houses electrified together with radio sets. The gross income increased 
from 40 m. dinars in 1954 to about 200 m. dinars in 1959. 

4.19. The General Agricultural Co-operative at Pirava (Macedonia) 
also covers one village with 214 agricultural holdings. Established in 
1947 as a Peasant Workers’ Co-operative, ii converted itself into a Gene¬ 
ral Agricultural Co-operative in 1954. Of 720 hectares of land served 
by the Co-operative, 210 hectares are owned by it. The main crops are 
cotton, wheat, wine, maize and alfalfa. The Co-operative has six tractors 
and two hand tractors. The gross produce value increased from 65 m. 
dinars in 1957 to 160 m. dinars in 1959. 

4.20. Prospects —The above account, of the General Agricultural 
Co-operative is intended to explain the very extensive role in increasing 
agricultural production and introducing Socialist relationship among 
the agricultural producers that the General Agricultural Co-operatives 
are playing. The latter aspect is partly illustrated by the fact that means 
of production other than land are owned by the General Agricultural 
Co-operative and thus belong to the Socialistic sector in which the Gene¬ 
ral Agricultural Co-operatives haw a dominant part to play. (Individual 
farmers ean own only at the most one horse, a horse drawn plough and a 
few hand tools and cannot own a tractor). As regards land, the General, 
Agricultural Co-operatives are gradually widening their activities so as 
to obtain land on lease, or sale from the persons who are migrating to 
the towns or are unable to cultivate themselves for any reason otherwise. 
This activity of the General Agricultural Co-operatives is thus indirectly 
bringing more and more lands within the purview of Socialistic cultiva¬ 
tion and consequently leading to a lessening of the attachment, of the 
farmer to his land. This process is claimed to be creating the necessary 
environment for building up Socialistic ownership of land. 

4.21. Mention also may he made here again of the Law on the Use 
And Exploitation of Land 1959. Under this Law, land can be taken 
away from a farmer, if he does not conform to certain minimum agricul¬ 
tural practices and standards of cultivation as prescribed by the Peoples’ 
Committee. The enforcement of such law is dependent upon the avail¬ 
ability of requisite services and supplies within the reach of the farmer. 
The passing of this Law, in a sense, is a recognition of the fact that, in 
some areas, the General Agricultural Co-operatives have been equipped 
to an extent that the farmers, within their areas, are in a position to 
obtain the requisite supplies and services and maintain the requisite 
standard of cultivation. Extension of this Law to other areas is a fur¬ 
ther indication of the growing role which the General Agricultural Co¬ 
operatives are expected to play. The farmer, it is expected, will be re. 
quired to made tbe fullest use of the equipment and resources at the 
disposal of the General Agricultural Co-operative. 

4.22. Conclusion —The role of the General Agricultural Co-operatives 
is clearly brought out in the following extract from a speech of 
Mr. Pasko Pomae, President of the Federal Co-operative Union of 
Yugoslavia:— 

“On the one hand, this will raise agricultural pronction. 

On the other hand, the habits of basic ownership relations of 




the individual producers will be changed, and also their 
traditional character inherited from the feudal and eapitilis- 
tie powers "When such a level of production is reached in the 
village and also the full employment, of the individual pro¬ 
ducer, then the land will not he his main oceupation, but a 
supplementary one. It will not have the same hold over him 
as it had in the past, when the ownership of land meant 
life or death for him. In sueli a situation, the nationalisa¬ 
tion of the land is only a formal question”. 

Mr, Edvard Kerdelj, Yice-lYosident of Yugoslavia, says:-- 

“Socialist productive co-operation assumes various forms': pur¬ 
chase-sale relationships, technical assistance and services 
within the framework of the private farm’s own resources; 
limited productive co-operation through the crediting of 
precontracting; provision of services in the form of mecha¬ 
nised cultivation of the land, in which case the fanner be¬ 
comes the owner of the products, while the co-operative creates 
public funds on the basis of the cost of services and rates 
of interest on invested resources; productive co-operation, 
where the farmer and the co-operative join in common pro¬ 
duction and arc joint owners of the products, which they 
divide according to contract, and finally, the same relation¬ 
ship, with the difference that the co-operative is the owner of 
the products and pay the farmer rent and remuneration for 
his work. The general purpose agricultural co-operatives are 
the broadest and most powerful protagonist of till' socialist 
agricultural policy in the village where small holdings 
prevail. They represent the most suitable frame within which 
economic relationships, technological progress and all con¬ 
scious socialist initiatives and activities can develop with 
inevitable gradualness and mutual dependence, in aeeord-i 
mice with the prevailing actual circumstances. 

The pcncral-purposc agricultural co-operalircs are a suitable 
imtrinne.nl for the gradual aorialitation of production and of 
the land il.self—in harmony with the overall development of 
productive forces, with the provision that every new step 
forward should lead to higher yields, increased labour pro¬ 
ductivity and greater incomes, which, at the same time, 
provide an incentive for the further development of this 
process”. 



Chapter 5—STATE (SOCIAL) FARMS 


FslubFtsh incut .and location, o) titato I 1 'anus —A study oil the 
State iarius was not within the put-view of the team, since they occupy a 
very important position in the agricultural set-up of the country, and 
are considered from the point of view of organisation and efficiency as 
the best and ideologically the highest, pattern of social ownership of land, 
a brief description is given below. These farms were originally desig¬ 
nated as .State farms because they were centrally administered. Subse¬ 
quently. the name has been changed to “Social farms” or “Socially- 
owned farms ’ indicating the change in the complexion of management, 
as explained later. The State farms were started after the 1945 Agra¬ 
rian Reforms on expropriated lauds. Out of the area that became 
available, 200,000 hectares were used for establishing State farms. An¬ 
other substantial addition to the area of the State farms 'was made after 
tile 1950 Reforms. By the end of 1958, the total number of State 
farms was 68ft comprising an area of 607,000 hectares. Nearly two- 
thirds ol the total number i.e. about 4.»0 are in the autonomous region 
of Vojvodina in the Republic of Serbia. Of rite balance approximately 
100 each are in the Republics of Slovenia and Croatia mainly along the 
Sava Valley. These farms thus cover the most fertile agricultural part 
of the country. The number of Social farms in the other Republics 
is negligible. 

•’>.2. Site of the Farm* —The average size of a Farm in Vojvodina 
is about 500 hectares, while that in Slovenia and Croatia is 100 hectares. 
However, some farms are very big comprising areas over 4,000-5,000 
hectares, a few being even bigger. The number of socially-owned farms 
dropped from 91.7 in 1955 to 689 in 1958 though there is little change 
in flu 1 area. In many eases, two or more farms have been amalgamated 
to form bigger and more viable units; in some eases Peasant Workers’ 
Co-operatives have also amalgamated with Social farms. The objec¬ 
tive is to ensure that the size of the farm gives it the maximum opera¬ 
tional efficiency both in regard to increase in yields and reduction in 
eosts. 

5.9. Yields --It is claimed that the average yield of the different 
major crops in such farms is higher than comparable performa'pees in 
Co-operative farms and in the private farms though some individual 
farmers have been known to have comparable high yields. Average 
yields of wheat and maize for the country taken as a whole are indicat¬ 
ed below. 

Wheat Maize 

Social Farms . . . . 4U lo 50 quintals per hectare CO t<> 70 quintals per her-pi-rc 

Cooperative Farms .. . - 88 to 40 q/h 40 Io 50 q/h 

Private farmers working in agree¬ 
ment with Co-operatives .. 80 lo 85 q h 80 to 85 q'li 

Yugoslav avcntfjc .. .. 20 q/h (pve-Wav II q/h 82 q»h. 

(1 quintal -Kin kgtn; 1 hectare—2.46 acres! 

:it 




5.4 Reasons for high yields —Apart from the fact that the Social 
farms are located iu the richest agricultural lands, ample resources are 
also being made available. This has been accompanied by the applica¬ 
tion of improved techniques and competent management, intensive use 
of fertilisers and mechanised equipments. Prom 50,000 tons of fertili¬ 
sers used in 1955, the quantity rose to 315,000 tons in 1958 in Social 
farms. The number of tractors during the same period increased from 
3,700 to 7,300 and of combines from 155 to 952. Increased credit Was 
also made available for production. 

5.5 Wage-system —Formerly, the wages were more or less fixed for 
the different working members without any relation to labour produc¬ 
tivity and considerations of incentive. This resulted in a severe loss 
of incentive on the part of the working members and also made it diffi¬ 
cult for the management to assess the extent of economic efficiency with 
which the Farm was run. Now a new system has been evolved. This 
relates wages to increase in the level of yields and reduction in the cost 
of production. Thus, certain principles of a competitive free market 
economy have been introduced to increase the economic efficiency of 
farm management. At the beginning of the year, a target of produc¬ 
tion is chalked out by the farm together with detailed financial esti¬ 
mates. The minimum Wages guaranteed to the workers are 80% of the 
total wages estimated in this target plan. Usually, the minimum wages 
in this system vary between 8,000 and 11,000 dinars per month. When 
the target is fulfilled, the workers get the balance in terms of the bud¬ 
geted wage estimates. The current year’s production is taken as the 
base for next year’s wage bill determination; additional income from 
increased production is partly reinvested in production and partly dis¬ 
tributed as work bonus among the workers. As a matter of fact, this 
system of wage distribution is almost the same as is in vogue in the in¬ 
dustrial enterprises. 

5.6 Management —In order to associate the workers directly in the 
management of Social farms, elected Workers’ Councils have been form¬ 
ed. They in turn elect a Board of Management. The Presidents and 
Vice-Presidents are honorary. The day-to-day administration of the 
Farm rests with a whole-time paid General Manager. The method of 
recruitment of the General Manager, his powers and functions, etc. are 
similar to those described for the General Manager of the General Agri¬ 
cultural Co-operative, though here he is more directly responsible for 
the proper running of the Social farm. 

Our team visited 3 Social farms: 2 in Vojvodina and 1 in the Re¬ 
public of Macedonia. 

5 7. Amenities and Cultural Activities —Generally speaking, all So¬ 
cial Farms aim at providing certain amenities to workers. They 
include housing, medical, recreational and cultural facilities. Usually 
there is a school, a hospital, an auditorium for cultural shows, a restau¬ 
rant, a store, parks, etc. 



Chapter 6— CO-OPERATIVE BUSINESS UNIONS 


6.1. In order to facilitate the economic working of agricultural co¬ 
operatives, Social Farms and agricultural economic enterprises, a new 
kind of co-operative institutions, called Business Unions (Poslovni 
Savez) has been set up recently. These Unions are generally organised 
at two levels, namely, the Republican and the District'levels, but this is 
not a rigid pattern. These Business Unions are organised either on 
functional basis or territorial basis or both. The lower level Business 
Unions are composed of the agricultural co-operatives, Social Farms 
and the agricultural economic enterprises, such as, processing factories 
as members. The Republican Business Unions are Federations of the 
Business Unions at the lower level. The Business Unions both at the 
Republican level and below are in their turn also members of the Repub¬ 
lican or the District Co-operative Unions, described in Chapter II. 

6.2. Functions —As the term ‘Business Unions’ indicates, these 
Unions are essentially meant for facilitating the business operations of 
the affiliated institutions as distinguished from organisational or pro¬ 
motional activity, or supervision and general development—a task which 
is looked after by the Co-operative Unions at the District, Republican 
or Federal level. The functions performed by the Business Unions do 
not have a set pattern. In certain areas, the Unions specialise in 
dealing with one or more specified subjects. For instance, one Union 
may take up viticulture, another may take up fertiliser distribution 
and mechanisation, a third crop-farming and another live-stock breeding. 
In such cases, these specialised Business Unions generally cover the 
territory of a district and their division of activities is on a functional 
basis. In turn, such specialised Business Unions are affiliated to Busi¬ 
ness Unions at the Republican level. There is another pattern where 
a Union is multi-functional! in character and is referred to as a “Gene¬ 
ral” Business Union. In such cases, the lowest General Business Union 
may comprise an area smalletr than a district. In turn, such Unions 
are affiliated to a General Business Union at the Republican level. A 
third, though rather exceptional, pattern is 'where there is a single spe¬ 
cialised Business Union for the Republic as a whole, without having 
any district or sub-district Business Unions. 

6.3. Organisation —For discharging these functions, the Business 
Unions maintain service stations or warehouses and necessary technical 
staff as may be required. The terms and conditions on which the vari-: 
ous services are rendered by the Business Unions to their constituent 
units vary according to the nature of the transaction and the area. 
Generally speaking, however, a Business Union supplying agricultural 
machinery does not charge any commission for the service rendered be¬ 
cause the manufacturers of the machinery pay commission to the Busi¬ 
ness Union. For instance, a tractor factory that, we visited, gave a 
Republican Business Union 2% commission on the value of the machi¬ 
nery. This Republican Business Union was also getting a commission 
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varying from 11% to 4% on fertilizers. A portion of the commission ob¬ 
tained by the Republican Union was passed on to the District Unions. 
A Business Union for mechanisation not only arranges the supply of 
farm equipment and machinery like tractors and combines for its affi¬ 
liated members, namely, the General Agricultural Co-operatives and 
Social Farms, it arranges for the training oF mechanics and operators 
like tractor drivers. It also undertakes servicing and maintenance of 
the machinery supplied. In respect of supply of fertilizers, it indi¬ 
cates the type and quantity of fertilizer to he used for different crops 
in different regions. The Business lTiion for live-stock advises its 
members on the breed of live-stock to be developed, the feed to be given 
and connected matters. A Business Union for Hops not only makes 
arrangements for Hops from members but arranges pressing, storage, 
packing and export. Import and export are important functions of 
the Republican Business Unions. The Business Unions are not con¬ 
tent with merely making available physical supplies but also follow-up 
by all necessary technical help and guidance so as to ensure that the 
supplies lead to effective increased production. 

6.4. ‘Management —As already indicated, the Business Unions at 
the lowest level are composed of the Agricultural Co-operatives, Peasant 
Workers’ Co-operatives, Social Farms and ihe various agricultural pro¬ 
cessing enterprises (e.g. wine manufacturing, vegetable canning, meat 
processing). Their general, assemblies are composed of delegates sent, 
by the affiliated institutions in proportion to their gross produce and the 
number of members ./workers. The Board of Management of a Busi¬ 
ness Union is composed predominantly of the representatives elected out 
of the. delegates sent by the affiliated' institutions. In addition, there 
are also a few representatives of the paid employees of the Business 
Unions. The General Manager of the Business Union is an ex-officio 
member of the Board of Management. The functions and duties of 
the General Manager in this case also are similar to those of the General 
Manager of a State Farm or a General Agricultural- Co-operative. The 
Business Unions are affiliated to the Co-operative Unions at appropriate 
levels and also the higher Business Unions. The District Peoples’ Com¬ 
mittee and the District ( o-opevative Union exercise the same powers of 
supei vision, and control over the Business T nions in their territory as 
tbc\ do or or the other co-operatives and economic enterprises. 




Chapter 7—AGRICULTURAL SCHOOLS, RESEARCH AND 
SERVICE STATIONS 


7.1. Besides the Business Unions, there are other important institu¬ 
tions which render service to Agricultural Co-operatives. Mention 
must he made of Agricultural Schools, Service and Research Stations. 
The need for increasing the number of competent and trained staff and 
of intensive agricultural research was actually felt and has been an im¬ 
portant part of the reorganised programme for the development of 
agriculture following the Reforms of 195:). 

7.2. Agricultural Schools —A wide net-work of Agricultural Schools 
and Training Institutions has been set up both in the field of agriculture 
and animal husbandry. A sizeable proportion of the trainees in these- 
institutions get scholarships from the Peoples’ Committees and the vari¬ 
ous co-operative societies. They are generally on contract with an 
individual Agricultural Co-operative or Social Farm and go hack for 
service in that institution. As a result, there are now about 4,000 
Agricultural Experts in Social Farms and co-operatives and a still 
larger number of agricultural technicians. 

7A. Funds for agricultural research —Very large sums are now 
being spent on agricultural research. For each kilogram of wheat or 
maize sold by a co-operative, 2) dinars have to be earmarked for agri¬ 
cultural research. In terms of value, since the guaranteed price of 
wheat is 35 dinars per kgm. and that of maize 31 dinars per kgm. an 
average of about 7i% of the gross value of agricultural production of 
wheat and maize marketed is spent on agricultural research. 

7.4. Agricultural Stations —Agricultural Stations handle research 
on tlie usual subjects, such as soil testing, mamirial research, but such 
research is related to the specific problems arising out of the agricultu¬ 
ral economy of a given area. These may have been referred to 1 lie Sta¬ 
tion by an Agricultural Co-operative or a Business Union or a Social 
Farm, The institutions seeking solution to these problems make an 
agreed payment to the Research Station for conducting the research. In 
this way. it is ensured that the fruits of research travel quickly to the 
field and are, in fact, applied towards increased agricultural produc¬ 
tion. The link between Agricultural Stations and the Agricultural 
Co-operatives is further strengthened by the fact that the co-operatives 
along with other agricultural organisations, such as, Social Farms, have 
a specific voice in the management of the Agricultural Stations. Such 
management is carried out by a Committee on which the paid workers 
in the Research Station, the District Peoples’ Committee as well as tlie 
various agricultural organisations, including co-operatives, are repre¬ 
sented. 

7.5. The Agricultural Stations, in their turn, also take initiative 
in conducting research and passing on the results to the farms and co¬ 
operatives. In order to induce agricultural cooperatives, and through 
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them the individual farmers, to apply new techniques evolved as a re¬ 
sult of research, the Stations frequently come forward and offer a mini¬ 
mum guaranteed production. If the production does not come up to 
the guaranteed minimum, the co-operative, and the individual farmer 
through it, is reimbursed by the Agricultural Station. If the produc¬ 
tion exceeds the guaranteed yield, the Agricultural Station shares in the 
value of the excess production. 

7.6. The Agricultural Stations finance themselves partly by the in¬ 
come that they derive for the services rendered by the Stations to the 
co-operatives and Social Farms and partly by grants from the District 
Peoples’ Committee if there is a deficit. All the workers in the Re¬ 
search Stations are paid and have a certain minimum salary guaranteed 
to them. However, if as a result of the activities of the Station, the 
production goes up, or costs go down, and consequently, the income of 
the Station increases, the research workers in the Station share in the 
additional income that might accrue to that Station. In this way, a 
direct incentive is also provided to the workers in the Agricultural Sta¬ 
tions. 



Chapteb 8—AGRICULTURAL FINANCE 


8.1. Early Credit Policy—It has been stated earlier that during the 
initial period after liberation, centralised socialist planning adopted by 
the State was more weighted in favour of industrial enterprises. All 
industry was socialised within a short time and industrial development 
was looked upon as the quickest way to economic development and also* 
to the attainment of socialist relationships in the community. . Social 
investments and pricing policies were made with a view to reaching this 
goal as early as possible. In the first phase 1946-51, socialisation of 
land as tried with Peasant Workers’ Co-operatives did not lead to in-, 
creased agricultural production. As a result of the revision of the 
agrarian policy, lands were returned to private owners. Today 90% 
of the agricultural land is with the private owners. The present policy 
is to effect socialist transformation in the agricultural sector through 
the socialisation of the means of production in agriculture and using the 
General Agricultural Co-operative as the transitional organisation. So¬ 
cial investments in agriculture in the initial period were low and more 
emphasis was laid on hasty collectivization of land and human resources 
in order to hasten the process of ideological transformation of the pea¬ 
santry towards the socialist goal. Investment, credit and price policies 
were made more favourable for farmers joining co-operatives than for 
the individual farmers. Unlike the latter, the former were not requir¬ 
ed to deliver compulsorily a fixed quota of their produce or to pay cer¬ 
tain taxes. 

8.2. But even in the “socialist sector of agriculture”, the system of 
extending agricultural credit both for short-term and long-term require¬ 
ments was not satisfactory till very recently. Agriculture suffered 
great devastation during the war. The farmers were also oppressed 
bv the heavy burden of pre-war debts. The first indispensable measure 
of the State “was to relieve the peasants of their debts. In addition td 
the radical land reforms, taking away surplus land over prescribed ceil¬ 
ings and redistributing the same among the landless and smaller pea¬ 
sants, 90% of the debts' of peasants were cancelled—in some exceptional 
eases, even 100%. Private capital was liquidated and private banks 
were socialised. A Co-operative Agricultural Bank was formed towards 
the end of 1946 for providing short-term and long-term credit at an 
average interest rate of 4 per cent. Investments by the Bank were 
made to help the growth of Socially-owned Farms and Peasant Workers’ 
Go-operatives. But without the simultaneous extension of technical 
and mechanieal services and without revision of the price policy, dis¬ 
proportionately weighted in favour of industries, such investments did 
not go far enough to'wards increasing agricultural production. 

8.3. The launching of the First Five-Year Plan necessitated the 
reorganisation of the banking system. The Go-operative Agricultural 
Bank was merged with the National Bank of Yugoslavia while part of 
Du- business pertaining to investments in agriculture was handed over 
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fo the Slate Investment Bank. ’I Inis these two became the oulv banks 
in Yugoslavia which granted credit for agriculture, and that too excliH 
sicel} in the ‘socialist sector . Individual farmers could obtain no 
ciedit. 1 ho rate of interest varied from l to 2% both for short-term 
and long-term loans. The volume of credit available was regulated by 
the Plan. However, the financing of agriculture through this uniform 
banking apparatus was not found to he satisfactory. 


S.4. /' (dcrol Aynadltiittl, Haul ;—A new credit policy was intro¬ 
duced in the Second Five-Year Plan. The Federal Agricultural Bank 
was set up in F).>8 and started functioning from January, Iff)!). This 
is a. national instilution working through S branches in different parts 
ol. the country. Tt has no funds of its own. Funds are provided to 
the Bank by tin* Federal Government through (he Annual Social Plan 
Budget. Thus of).8 billion dinars were allotted to the Bank from the 
Federal Budget in .1 !);>!). Funds are also obtained by this Agricultural 
Bank from the National Bank but only for short-term credit investments 
in Socially-owned Farms and Agricultural Co-operatives. .Members 
of flic Managing Board are nominated by the Federal Executive Coun¬ 
cil51% directly and the rest in consultation with the Federal Co-ope¬ 
rative Bnion and the Federal ( handler of Agriculture. The General 
Director, who is the Chief Executive of the Bank, is an Ex-ofiicio Mem¬ 
ber of the Managing Board. lie and the Deputy General Director are 
also nominated by the Federal Executive Council! The General Direc¬ 
tor appoints the other Directors who are paid executives of different 
blanches like (i) Credit and Finance, (ii) Analysis and Investigation, 
and (iii) General. Other members of the Managin'* Board are 
honorary. 

8.5. Credit Policy of Federal Af/rimltnral Book— Schemes drawn 
up by Socially-owned Farms and agricultural co-operatives showim* 
phases of a perspective planning programme and indicating periodical 
requirements of short-term and long-term credit, are submitted to the 
federal Agricultural Bank or its branches through the District Peo¬ 
ples' Committees. The District Peoples’ Committee can always modify 
such schemes with due regard to the overall planning of all enterprises 
within its jurisdiction. The schemes cannot be submitted to the Bank 
ior consideration unless they are vetted and approved by the District 
Peoples’ Committee. The Bank further cheeks Whether the schemes 
will be operated with the maximum economic efficiency and fixes prio¬ 
rities for investments on the basis of maximum return’s. For process 
mg schemes, the position with regard to raw materials is carefully 
examined by the Bank. The Bank has technical experts for scrutinis¬ 
ing schemes and also for supervising the follow-up of investments. The 
eritena of adequate returns on investments and prospects of due rennv 
ment are considered most important. The Bank does not finance expe¬ 
rimental schemes; for such purposes, special funds are earmarked in the 
budget, at the Federal, Republican or District levels aeeor b. to the 
importance and financial implications of the schemes. Most of he 
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iT: Committees. Tf anything goes wrong with these schemes the 

Bank is reimbursed out of the budget of the Peoples’ Committees For 



.short-twin loans, tin* feasibility of the scheme, i.e. the. production plan 
aiul its economies, is the only security. As “Social Funds” are being 
invested for “social purposes”, the question of non-payment of “social 
obligations” by “social enterprises” cannot naturally arise. Failure 
to fulfil the obligations amount to violations of tbe basic law and thus 
punishable. Besides, as certain features of a free market economy 
have been gradually introduced in Yugoslavia within a broad and elastic 
frame-work of social control, all organisations arc keen to utilise their 
investment credit to the fullest, and run their business on strictly <?eo*. 
nornie lines. 

8.G. Normally, the time taken by tbe Bank between scrutiny of 
schemes and final disbursement ot loan is Bi to 20 days; more time is 
naturally required for financing very big schemes. Long-term loans 
repayable within ■> to 40 years, are usually given for (a) purchase of 
machines, (1>) processing scheme, (c) dairy development, (d) “agro- 
or hydro-amelioration , i.e. land reclamation—irrigation—drainage 
schemes, (e) construction of buildings, (f) horticulture and (gl rearing 
ol live-stock. The rate of interest for long-term loan is 2% for irriga¬ 
tion. drainage and live-sfoek improvement schemes; it is :>% for other 
schemes. Short-term credit, repayable within two years and bearing 
rates of interest, varying from 1% to 3?y, is available both for produc¬ 
tion and for marketing. Production credit is required by Co-operatives 
both for tlieir own activities as well as for financing individual farmers 
in contract with them. Marketing credit is required for buying agri¬ 
cultural produce from peasants, who may, or may not. be members. 
Supply of siidi credit has been gradually increased, as the following 
figures will show regarding the Ilepuhlir of Serbia: 


Mu at-term protliu tiou Short-term market lag 
credit credit. 


.. S.> Million dinar.-. 128 billion dinars 

• • 107 billion dinars 170 billion dinars 


i()% of short-term marketing credit is received by co-operatives and 
• 10% by Socially-owned Farms in this Republic. The national target is 
to increase the annual investment credit by 70 billion dinars approxi¬ 
mately oieiy year. As more and more individual farmers arc entering 
into contracts with the “socialist, sector of agriculture ”, the need for 
tepid expansion of agricultural credit has become all the more necessary. 

fi.7. Credit for indirithtal farmers —Individual farmers can obtain 
eiedit only through General Agricultural Co-operatives, irrespective of 
whether they arc members or not. Credit made available to the farmer 
is related to his production programme amT not to tbe share capital con¬ 
tributed by him to the co-operative (if he is a member), or to his other 
assets. Individual farmers are required to submit, their production 
plans to the General Agricultural Co-operative in the preparation of 
which they are assisted by the technical and other staff of tbe Co-opera¬ 
tive. These are examined in detail and accepted with such modification 
as considered necessary, by the General Agricultural Co-operatives which 
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collect such applications for loan both from member-farmers and from 
farmers working on the basis of contracts. The co-operatives then sub¬ 
mit a consolidated requirement of credit together with their production 
plan and requirements in the matter of supplies and their programme 
of marketing. These plans are then cheeked by the District Savings 
Ranks and other concerned banks with reference to the district plan 
supplied by the District Peoples’ Committee. There is strict appro¬ 
priation for defined purposes and' credits are granted to co-operatives 
only on the basis of their general financial soundness, their complement 
of technical personnel and considerations of repaying potential, proper 
book keeping etc. The District Peoples’ Committee has to be consulted 
by the Bank before funds are sanctioned for big investment projects. 
Applications for short-term loans are generally not referred to the Peo¬ 
ples’ Committees except where risks are intended to be guaranteed by 
them. An individual farmer can, in exceptional eases, borrow in cash 
from a General Agricultural Co-operative on promise of delivery of a 
part of his produce for marketing; the maximum admissible loan in cash 
is 30% of the value of such produce. But the normal practice is to give 
credit, not in cash, but in the form of supplies and credit. Credit in 
this form is also provided to individual farmers by Social Farms and 
Peasant Workers’ Co-operatives in areas where there are no General 
Agricultural Co-operatives. 

8.8. State Agricultural Banks —Apart from the National Bank and 
the Federal Agricultural Bank, there are also State Agricultural Banks 
in all the Republics started' at the end of 1948. These operate through 
their various branches and make investments in agriculture in the social¬ 
ist sector only. These Banks and their District branches (43) are not 
co-operative organisations. 

8.9. Co-operative Savings Banks —From 1956 onwards Co-operative 
Savings Banks have been set up at the District and lower levels in seve¬ 
ral areas. They have been set up under a special law on Banks and 
Savings Banks and are not registered under the Co-operative law. This 
was considered necessary not only to expedite flow of credit out of so¬ 
cial funds for agriculture, but also to mobilise local savings both from 
economic enterprises and individuals. This was also in line with the 
general policy of decentralisation and self-management. These Banks 
finance the co-operatives as also the State or Social farms, and other 
economic enterprises in their area. In the management are represented 
all these interests and the workers of the Bank. 

8.10. Our Team had an opportunity of visiting a District Co-opera¬ 
tive Savings Bank in Yojvodina. Established in January, 1956, with 
an initial allocation of 386 million dinars from the National Bank, it 
was providing agricultural credit to affiliated Socially-owned Farms and 
Agricultural Co-operatives in this region. The membership fee is 20,000 
dinars for every 10 million dinars of gross produce for each member 
organisation. The liability is 10 times the share-holding and voting 
rights are according to the number of shares held. The Managing Board 
consists of 9, of whom 7 are representatives of affiliated organisations 
and the remaining 2 are the Director and one Assistant of the Bank. 
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The Controlling Board consists of 3 representatives of affiliated organisa¬ 
tions only. The total savings of the Bank were 35 million dinars of 
which savings on individual accounts were only 2152 dinars. The rate 
of interest on savings a'eposits was 5% for deposits withdrawable within 
a year and 6% for long-term deposits withdrawable after one year. The 
rates of interest for short-term and long-term loans were 3 to 6% and 
1 to 3% respectively. Investment figures during the previous 3 years 
were as follows. 


Year 


Short-term credit 

Long-term credit 

1957 


.. 2221 m. dinars 

700 m. dinars 

1958 

. 

.. 2402 m. dinars 

1200 m. dinars 

1969 

• 

.. 4757 m. dinars 

2427 m. dinars 


The bulk of the funds for investment were obtained from Federal 
and Republican sources. 


The Bank has 44 employees (31 women and 13 men). It has 4 sec¬ 
tions, viz. (a) short-term credit, (b) long-term credit, (c) social relations, 
(d) establishment. 

The Chief Executives are the Director, the Deputy Director and 3 
Assistant Directors and are all paid officers. They are appointed by a 
Service Commission consisting of representatives from the District Peo¬ 
ples’ Committee, the District Co-operative Union and affiliated organisa¬ 
tions. 

8.11. Agricultural Subsidy —Besides credit, subsidies are also avail¬ 
able from the State for supplies of agricultural requisites like tractors, 
combines, chemical fertilisers, imported live-stock, chemicals for plant 
protection, insecticides, gasolene and fuel for agricultural machinery 
and various other goods. Special funds are provided for this purpose 
through budgetary allocations at the Republican and Federal levels. 
The actual amount and rate of subsidy vary from year to year accord¬ 
ing to the national policy and availability of funds. For instance, 
subsidy for heavy tractors is now 60% of the price whereas it is only 
20% in the case of light tractors. Earlier, higher subsidies were given 
for light tractors. This indicates the shift in State policy towards 
increased mechanisation of agriculture. 


Chaitkb {^-AGRICULTURAL MARKETING 

9.1. Early Policy —In the first stage of socialisation, the general 
price and taxation policy was largely in favour of industrial enterprises. 
The State was more interested in securing agricultural raw materials 
chiefly for feeding industries and also for feeding industrial workers 
and exports. Taxes on farmers were assessed in order to obtain size¬ 
able contribution from the agricultural sector for investment in indus¬ 
tries. How far such taxation would interfere with the normal incen¬ 
tive of farmers for higher production was not properly examined. 
Quotas were rigidly fixed for compulsory delivery of a part of agricul¬ 
tural produce by all private farmers. 

9.2. Revised Policy —Subsequently it was realised that an indus¬ 
trial economy could not grow by impoverishing what was already a back¬ 
ward agricultural economy. Active efforts were therefore made to 
strengthen the technical and organisational base* of agriculture, to rapid¬ 
ly increase social investments in agriculture, to induce individual farmers 
to enter into “socialist” co-operation with the socialist sector of agri¬ 
culture and to revise State policies in all aspects towards furtherance 
of these objectives. Thus the taxation policy was adapted to the new 
needs. Farmers were no longer as heavily taxed, as previously, on 
their income, but according to their “cadastral income”, i.e.. the aver¬ 
age yield laid down for the class of land owned by them. The system 
of delivery of compulsory quotas was abolished. The price policy was 
also made favourable to the farmers. The previous average guaranteed 
prices were 27 and 22 dinars per kgm of wheat and maize respectively. 
In order to give the farmers a positive incentive for increasing the pro¬ 
duction of wheat and maize these minimum guaranteed prices were 
raised to 36 and 31 dinars per kgm. The guaranteed prices are subject 
to review from time to time and may be modified by the State in consul¬ 
tation jointly with the Federal Co-operative Union, the Federal Cham¬ 
ber of Agriculture and the Federal Chamber of Industries. 

9.3. Speaking about general objectives of policy in the matter of 
pricing and marketing regulation, the Vice-President, Edvard Kardelj, 
said to the members of the Federal Committee of the Socialist Alliance 
to the Working People of Yugoslavia 

“The policy of purchase prices and the organisation of trade in 
agricultural products are of particular importance. The 
problem of trade in agricultural products is dealt with, not 
only f>'om the point of view of the supplying of the popula¬ 
tion with foodstuff, but also from the point of view of the 
impact of this trade upon production itself—i.e., from the 
stand point of guaranteeing the producer the sale of his 

products in the market.As a matter of principle, the 

policy pursued With regard to purchase prices should be 
aimed at equalising ‘he incomes of large, more developed 
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agricultural estates—with an average labour productivity— 
with the income of industrial branches. It is, of course, im¬ 
possible to achieve this at the present moment. In other 
words, we should gradually bring the prices closer to the 
cost of production of large-scale agricultural production, i.e. 
reduce them relatively and decrease t.lm subsidies that the 
community today is granting to a production which is back¬ 
ward and characterised by low productivity”. 

9.4. The difficulty of reaching parity between agricultural and in¬ 
dustrial prices is obvious, especially when the economics of production 
and of labour productivity arc so different in the two sectors. What 
has been appriciated is that one sector should not live on the spoils of 
another and some kind of balance has to be maintained, as long as agri¬ 
culture is not ‘‘industrialised” in the proper sense, hv recourse to State 
intervention in the matter of price control and subsidies. This aware¬ 
ness lias prompted the State* on the one hand to fix guaranteed minimum 
prices for wheat and maize at about are considered reasonable levels 
and, on the other hand, to fix, for the benefit of industrial workers and 
other non-agrieultural consumers, retail prices of essential commodities 
like bread and sugar. The price of sugar is fixed all over the country 
and the price of bread in different regions. On an average, prices of 
white and black bread are (50 dinars and i>'2 dinars per kgm. respectively. 

9..'). Price rajululion —There is. in Yugoslavia, a Federal Board for 
Price Kegulation. This Board was formed to check speculation and 
control the market mechanism. Its first concern was to safeguard the 
interests of industry. Ceilings on prices were fixed for the major raw 
materials of industry like steel, copper, lead, coal, sulphuric acid and 
othi"' basic chemicals. Prices of bread, sugar and tobacco were also 
fixed. The Board maintains constant, vigilance over all price varia¬ 
tions through an elaborate price reporting machinery. This Board now 
exercises the same vigilance over trends in agricultural prices. This 
is all the more necessary as certain features of a free market economy 
within the framework of planned economy have been permitted. The 
intention is to enable the various economic enterprises to compete and 
to enable adjustments in production being made accordingly as also to 
judge their economic efficiency. The main points of the new price 
policy arc that the Government should interfere in the price sector as 
little as possible, hut prevent speculation and ensure a proper basis for 
production and foreign trade. Tf there is a great variation and upset 
in prices, the State lias powers to intervene and regulate. Increase in 
the prices of commodities fixed by the State is not permitted without 
State approval. [ 

9.(5. MurLct'my and the role of Co-o/hrutires —Agricultural produce 
is marketable all over the country, hut the General Agricultural Co-i 
operatives can, as a rule, buy only in their own area. They may buy 
outside their area, only in order to meet the demands of their members 
and in that ease exclusively from other General Agricultural Co-opera¬ 
tives or Social enterprises. Go-operatives can also buy raw materials 
on similar terms for the purpose of processing industries. Exports of 
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agricultural products are organised exclusively through Republican 
Business Unions. 

9.7. Only the General Agricultural Co-operatives has the right to 
buy all surplus produce over its local territory but its right to sell ex¬ 
tends throughout the Union. In other words, purchase of agricultural 
produce for resale is the right of only the General Agricultural Co¬ 
operative. The State farms and the Peasant Workers Co-operatives 
have a right to sell their own produce wherever they like, but they are 
not authorised to buy from private producers. The rights of purchase 
and re-sale are one of the most important measures of the recent agrarian 
reforms which have considerably strengthened the position of the Gene¬ 
ral Agricultural Co-operative. The decision in this regard was taken 
in 1956 and by 1958 on an average, 70% of all marketable surplus was 
being sold through the General Agricultural Co-operatives, which, how¬ 
ever, varied from commodity to commodity being 70% of live-stock, 90% 
of vegetables, 78% of alcoholic beverages, 68% of cereals and 
89% of medicinal herbs. 

9.8. Urban wholesale purchase organisation —Purchase and sale 
enterprises have also been organised in big municipalities and cities. 
The procedure is different in their case; i.e., they can buy from any¬ 
where in Yugoslavia but can sell only 'within the municipal area. Their 
purchases are also to be made only through co-operatives or social farms. 
This two-fold set of restrictions on purchase and sale enterprises in the 
rural and in the urban areas is intended to safeguard the interests of 
both producers and consumers of agricultural produce and to eliminate 
scope for speculation. 

9.9. Private farmers —Private farmers can sell directly only to 
consumers in their own villages and in such cities where there are recog¬ 
nised farmers’ markets. They can appear only individually in the re¬ 
tail market to this extent. Two or more individual producers cannot 
combine and sell in such retail markets. Naturally, these restrictions 
leave no alternative to the individual farmer but to approach the nearest 
General Agricultural Co-operative for sale of his produce. At the same 
time, the contractual agreement with the Co-operatives which guaran¬ 
tees the farmer the minimum price and purchase of his surplus also 
serves as an incentive to sell his produce through the Co-operatives. 

9.10. Market conditions —The most unstable condition in regard to 
prices is in respect of agricultural produce like fruits and vegetables 
which are highly perishable. The most stable conditions are in respect 
of cash crops because there are few buyers and there are specialised 
growers and producers, for example, in the case of sugar beet. 

9.11. Principal sellers and buyers —Broadly, wholesale sellers of 
agricultural produce are:— 

(a) The General Agricultural Co-operatives, 

(b) Social-owned Farms and Peasant Workers’ Co-operatives, 

(c) Business Unions of Co-operatives, and 

(d) Export enterprises;—almost in that order of importance. 
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The important 'wholesale buyers are:— 

(a) Trading and Processing enterprises, 

(b) Export enterprises, and 

(c) Urban areas market organisations which include large con¬ 
sumer’s like hotels, students’ hostels etc. 

In all wholesale markets, there are enterprises for warehousing. 
They are either self-managed or run by municipalities. 



Chatter 10—TRAINING AND EDUCATION 


10.1. Aim in Education —The training of technical personnel em¬ 
ployed by the co-operatives in the field of agricultural production has 
already been dealt with. In this chapter the arrangements made and 
the programme of training of the general masses of farmers, and pars 
ticularlv those who are members of Co-operatives or have an agreement 
with the co-operatives, is being dealt with. The principal aim of the 
education programme is to secure acceptance of the improved practices 
by the large masses of agriculturists. It is recognised that every culti¬ 
vator lias two aspects: (i) as an owner of Hand; and (ii) as a producer. 
The purpose of co-operative, education is to change the “owner aspect” 
of the farmer to the “producer aspect”. The standard of living and 
status of an agricultural family should depend on production and not 
on the ownership of land. It is also considered necessary to modify 
and correct the negative capitalist approach where a man is judged by 
the property he o\vns and not by what he produces. 

10.2. Bole of poetics —There are several bodies which take up this' 
programme of education. One of the principal means is through poli¬ 
tical activity. In this the role of the League of Communists who num¬ 
ber about 700,000, is the most important. Then come members of the 
Socialist Alliance of the "Working People of Yugoslavia who number 
about 70 lacs. The methods adopted by the political organisations are 
those of persuasion and political propaganda. The Socialist Alliance 
of the Working People of Yugoslavia includes within itself various 
Workers Organisations, Women’s Organisations. Youth Leagues etc 

10.0. Courses, Seminars etc .—Various kinds of courses, seminars, 
evening classes etc. regarding use of improved varieties of seeds, use of 
fertilisers, mechanisation are held both under the auspices of the various 
organisations mentioned above and the District and Republican Co-ope¬ 
rative Unions. The Federal Union of Co-operatives also organises, 
through its affiliated organisations, training seminars. Co-operation 
has also been included as a subject in some of the High Schools and is 
a subject of study in the Universities. 

10.4. Yunity Co-operators —There is an organisation of young co- 
operators of the age group 16—22 years though sometimes young peo¬ 
ple of even 14 years are admitted. The principles of co-operation are 
inculcated in the young co-operators through these organisations, though 
they are also basically intended to orientate the young regarding their 
behaviour and approach to the co-operatives. They formulate their 
own production plans, which are in fact more educational. These orga¬ 
nisations have helped in breaking down the conservative approach in 
agriculture. They have various names in different parts of the coun¬ 
try e.g. Clubs of Young Producers. Clubs of Young Co-operators, 
Department of Young Co-operators etc. 

10.5. Women’s Oryanisations —Similarly, there are organisations of 
women co-operators, which are spreading throughout the country. The 



53 


task of these women’s organisations is to educate the women by laying 
stress on home economics and environmental hygiene, child eare etc. 
These organisations go by various names like Republican Sections of 
Women’s Co-operatives. Some of them have organisations at the dis¬ 
trict level also. 

10.6. School Co-operatives —During the last two or three years, 
School Co-operatives have also been developed and they have now spread 
all over the country. It is part of the programme of reorganisation of 
school education. The School Co-operatives afe set up in imitation of 
typical co-operatives of agriculture, and have a varied field of activity. 
Some of the School Co-operatives have taken up marketing of the medi¬ 
cinal herbs, and basket making. A few of these School Co-operatives 
have achieved good financial results. They have been able in Borne 
areas to introduce new varieties of chicken. Funds for these activi¬ 
ties of the School Co-operatives are provided either by the General Agri¬ 
cultural Co-operative of the area, or by the District Peoples’ Committee. 

10.7. Publications —A large number of publications are brought out 
by the Federal and Republican Co-operative Organisations. There are 
six co-operatively owned presses, one for each Republic, which bring 
out Weeklies dealing with co-operation. The publications are also in 
the languages of the National minorities. One of them has a circula¬ 
tion of 280,000 copies per week. There are five publishing houses which 
publish literature dealing with co-operation as also technical books re¬ 
lating to various fields of agriculture, and animal husbandry which can 
be used by the staff and members of the General Agricultural Co-opera¬ 
tives. The technical publications are reasonably priced, and this helps 
mass circulation. The radio, which is now to be found in moBt village 
homes and television, now started in Belgrade on an experimental basis, 
also play a very important part in audio-visual education of people. 



Chapter 11— GENERAL CONCLUSIONS AND 
RECOMMENDAT IONS 

11.1. Basic difference —It is not easy to draw general eonelusious 
from a study of Yugoslav experience for application to Indian condi¬ 
tions. One of the, principal difficulties arises from the basic difference 
in the 'Socio-political set-up of the two countries. As already indicated 
a fundamental tenet of Yugoslav ideology is rapid socialisation of all 
means of production including those in agriculture and ultimate sociali¬ 
sation of all land. Co-operation in Yugoslavia is conceived of, not as 
a self-aid organisation but as a social instrument for achieving this ob¬ 
jective. Subject to these limitations, there are certain approaches and 
practices which may be considered for adaptation to Indian conditions. 

11.2. Need for industrialisation —Yugoslav experience of rapid in¬ 
dustrialisation indicates that in the course of a relatively small period, 
the pressure of population on agriculture can be considerably reduced. 
In their case, the pre-war percentage of agricultural population! (76% 
in 1939) has come down to 51% in 1959, and is expected to go down to 
45% in 15)61. The impact, of general industrialisation is increasingly 
felt in the field of agriculture. 

11.3. Adequate investment in • agriculture —In the earlier years 
(1946—51) however too much emphasis was placed on industrialisation 
at the cost of agriculture. As a result, agricultural production, lagged 
far behind the targets (6% against, 45 7°) and created various problems. 
From 1953, and more specially since 1956, a better balance has been 
struck between the needs of industrial and agricultural development 
and the price policies and market economy have also been revised to 
provide higher incentives to agricultural producers without compromis¬ 
ing the requirements of industry and industrial producers. There has 
been much larger investment in agriculture. The production in agri¬ 
culture for the period 1956-61, has already exceeded the plan targets, 
being 55% in 1959 against 41%. Thus the experienee of Yugoslavia is 
that while rapid industrialisation is necessary, it should not be by the 
neglect of, or at the cost of, agricultural development. 

11.4. Growth of Sendee Co-operatives —The trend of co-operative 
development in agriculture in that country is very significant. Hero 
we find a process in which co-operative collective farms disintegrated 
and gave way to General Agricultural Co-operatives with a looser co¬ 
operative structure. The Peasant Workers’ Co-operatives involving 
pooling of land, even though most of it was the expropriated land of 
former anti-national minorities, did not. give the desired results, or lead 
to increased agricultural production, for the reasons already explained. 
Instead, the new General Agricultural Co-operatives, which are essen¬ 
tially a type of Service Co-operatives, have resulted iu bringing a much 
larger number of peasants into association with the General Agricultu¬ 
ral Co-operative and have also meant great increase in agricultural pro¬ 
duction. We also find that increasing assistance is being extended not 
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only to members of General Agricultural Co-operatives but also to non- 
members who enter into contracts with co-operatives. While all bank 
credit and supplies of agricultural requisites, machineries and experts 
are being routed exclusively through these co-operatives, they are also 
gradually increasing their size for more economic and efficient adminis¬ 
tration and more rapid mechanisation. Pooling of land is now not 
insisted upon, though there is considerable voluntary, pooling of land 
especially by private farmers who go atvay to the cities after placing 
their lands, on payment of rent, at the disposal of a co-operative. 

Privileges of general agricultural co-operatives —The increasing 
success of General Agricultural Co-operatives has been mainly due to 
larger social investments in agriculture routed through such co-opera¬ 
tives, their favoured treatment in the matter of receiving credit and 
supplies and experts, the arrangements for training of agricultural ex J 
perts and mechanics, the setting up of regional agricultural stations all 
over the country, the marketing and price policy, and the introduction 
.of the system of contracts with non-members. 

11.5. Essential requisites for increased agricultural production — 
The form of the Co-operative has not been so important as supplies of 
good seeds, more intensive use of fertilisers, adequate and timely plant 
protection measures, more efficient management by trained experts, cons¬ 
tant research in and supervision of agricultural operations and increas¬ 
ed mechanisation. The Co-operative has been instrumental in making 
these services and supplies available with efficiency and at an economic 
advantage to the farmer. For this purpose, the Yugoslav experience 
has been that:— 

(i) the co-operative should be a large, economically viable and 
operationally efficient Unit. 

(ii) it should be staffed with trained personnel in adequate nura- 
ben's having reasonable security of service. 

(iii) adequate funds and timely supplies should be made available 
to it. Investments should not depend on the owned fluids 
of the Society, but on the requirements of the production 
plan. 

(iv) the co-operative should get proper guidance in its day-to-day 
work. 

A similar approach in regard to the Service Co-operatives in our 
country is recommended. 

11.6. Characteristics of successful Co-operatives —Co-opera¬ 
tive farming with pooling of lands has also been 
growing under the new General Agricultural Co-operatives as a result 
of the basic changes in the attitude of the peasant to the ownership of 
land. It is recognised that this tendency trill grow slowly as the eco¬ 
nomic advantages become clearer to the peasants. There is no effort 
to force the pace in this respect. The working of such lands closely 
approximates the system prevalent in social (State) farms. 

It may be asked whether the Yugoslav experience of the Peasant 
Workers’ Societies offers any indication regarding the prospect of the 
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programme of co-operative farming in India. It is difficult to give a 
categorical answer. However, two inferences are clearly warranted. 
First, Yugoslav experience bears ample testimony to the conclusion that 
a progr amm e of co-operative farming unaccompanied by adequate finan¬ 
cial investments, technical guidance and an effective supply line has no 
prospect of success. Second, any attempt at forcing the pace of organi¬ 
sation of co-operative fanning societies can be fatal to the programme. 

11.7. Bole of agricultural research stations, guarantee for adoption 
of new techniques —The setting up of a net-work of 
agricultural stations and of agricultural schools in close 
associations with Social farms and agricultural co-operatives has been 
an important factor in contributing towards increased agricultural pro¬ 
duction in Yugoslavia. The Agricultural Stations undertake research 
on behalf of the Social farms and agricultural co-operatives and make 
the results available to them for necessary application. As explained 
in an earlier chapter, these Stations sometimes undertake positive risks 
in recommending particular methods of production to State Farm or* 
Co-operatives. If the experiments go wrong, they bear the losses: if 
everything goes right, they take 25% of the excess yield. The ability 
to undertake risks in promoting superior agricultural techniques creates 
confidence in these Agricultural Stations. Such practices may be con¬ 
sidered for adoption in our country, at least in the regions where irriga¬ 
tion and other facilities do not make agriculture quite “a gamble with 
the monsoon”. 

11.8. Trained Sitaff —The constitution of co-operatives requires main¬ 
tenance of trained staff according to the qualifications laid do'wn by the 
District Co-operative Union and the Peoples’ Committee. A co-opera¬ 
tive is not allowed to be registered unless the minimum number of train¬ 
ed staff is at hand. The Team found that General Managers of State 
Farms and Co-operatives are competent and trained persons. They 
are recruited by a special Commission in which, besides the Co-opera¬ 
tive concerned, the District Peoples’ Committee and District Co-opera¬ 
tive Union are represented. Their removal from office is also subject 
to the approval of the Peoples’ Committee. They enjoy great power 
and authority in the running of these organisations and are, in their 
turn, held responsible if anything goes wrong. The team would recom¬ 
mend that for the efficiency of the Co-operatives in their day to day 
work, the question of ensuring reasonable standards in the quality . of 
personnel employed by the Co-operatives and the powers to be entrusted 
to them in its management and reasonable security of service be 
examined. 

11.9. Economically viaibiUty —In Yugoslavia a distinction is con¬ 
sistently drawn between what are called economic enterprises and insti¬ 
tutions carrying on research etc. While for the latter type of institu¬ 
tions, it is recognised that there may be need for assistance by way of 
subsidies etc. by Government, it is envisaged that the institutions of the 
first type which include all co-operatives at various levels should func¬ 
tion as viable economic units. In fact, this approach is carried further 
and each section or department of a co-operative is expected to observe 
what is called in Yugoslavia “Principle of profitableness”. In other 
words, in each section of a co-operative separate accounts are maintain¬ 
ed so as to assess the economic results of that section. As regards 
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organisation of co-operatives, this approach has been leading to amalga¬ 
mation of weaker or smaller co-operatives so as to form economically 
more efficient units. In fertile areas, a General Agricultural Co-opera¬ 
tive usually covers a village with a population of about 10,000 and an 
area of 4,000 hectares (10,000 acres). 

Size dependent on operational efficiency and economic viability — 
In other areas, the coverage of a co-operative can be even wider. The 
Yugoslav experience clearly points to the need for ensuring that the 
size of a primary co-operative is regulated by considerations of economic 
viability and operational efficiency, and further the working of each 
section or department of a co-operative is, as far as possible, financially 
self-supporting, and even profit making. 

11.10. Extension staff —One of the factors which has substantially 
contributed to the effectiveness of the agricultural co-operatives in Yugo¬ 
slavia has been the fact that the federal or the republican Government 
as such are not maintaining any agricultural extension staff of their own 
but have placed the services of the entire staff formerly employed by 
Government at the disposal of the co-operatives at various levels. In 
fact, today in Yugoslavia, the co-operatives are the only extension 
agency. 

Supply amd credit —Furthermore, the co-operatives are the only 
organisations handling supply of agricultural production requisites like 
seeds and fertilizers. Thus the Yugoslav experience emphasises that 
there is need for channelling supplies and credit exclusively through 
the co-operatives for their more rapid development. 

11.11. Supervision and guidance by higher organisations —As already 
explained, the co-operative institutions in Yugoslavia function under 
the over-all supervision and guidance of the co-operative unions at 
various levels, namely, the District Co-operative Unions, Republican Co¬ 
operative Unions and the Federal Co-operative Union. These Unions 
have an effective voice in the working of the co-operatives at various 
stages. In the first place, before a co-operative is registered, the ap¬ 
proval of the District Co-operative Union is necessary. Subsequently, 
the District Co-operative Union has a voice in the selection of the key 
personnel managing the co-operatives. Finally, the District Union 
supervises and audits the accounts of the co-operative and exereises an 
overall co-ordinating authority in respect of the various co-operatives 
and their servicing organisations, such as the District Savings Banks 
and Business Unions. The Co-operative Unions also provide constant 
guidance to the co-operatives at the lower level so as to ensure maximum 
efficiency. It would evidently be necessary for the co-operative move¬ 
ment in India to develop similar eentral organisations at appropriate 
levels and give them the requisite wherewithal and the authority to 
function effectively and guide the movement at the lo'wer levels. 

11.12. Paid whole-time executives —As already indicated, the Co¬ 
operative Unions at the District, Republican and the Federal levels in 
Yugoslavia have whole-time paid Presidents and Vice-Presidents. These 
office-bearers are generally persons with responsible positions in public 
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life and their presence at the helm of affairs in the Co-operative Unions, 
has effectively contributed to strengthen the influence of the. Unions. 
The remuneration paid to such whole-time Presidents and Vice-Presi¬ 
dents is at par with the remuneration available to their counter-parts 
in public life. In India, we have so far proceeded on the basis of 
honorary office holders in co-operatives at all levels. In appropriate 
cases where there is need for whole-time attention by elected office¬ 
bearers, a system may be introduced whereby they may be given suitable 
remuneration for their services. 

11.13. Diversity of forma and lad- of rigidity —It has already been 
indicated how in Yugoslavia there has been adjustment and modifica¬ 
tion of the various forms of co-operation at, various levels from time to 
time. In the ease of Business Unions also there is a wide variety of 
combination of functions to suit local conditions and needs. There is 
considerable flexibility in regard to their area of operation. Similar 
flexibility is also visible in regard to the contractual relations between 
the co-operatives and the individual farmers. Tt iB suggested that 
experimentation with new forms, adaptation to local conditions and 
local needs and lack of rigidity should also characterise the movement 
in India. 

11.14. Wide scope of work in service co-operatives —The General 
Agricultural Co-operatives in Yugoslavia are gradually diversifying and 
widening their functions. Besides providing services to the farmers, 
marketing of agricultural produce, they also tnke up farming on their 
own account. Such farming may be carried out either on the land 
allotted to the co-operative bv the Government or obtained on lease or 
purchased from the farmers. Tt is suggested that the role of the ser¬ 
vice co-operatives in India should also be conceived on the basis of as 
wide and diverse functions as may be possible. 
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Chapter 12—GENERAL BACKGROUND 

12.1. Agricultural Geography —To begin with, a few words may be 
said about Israel’s geographical and socio-economic conditions which 
have had a large impact on the character and development of its co¬ 
operative movement. Israel is situated at the eastern end of the MedL 
terranean Sea, close to the meeting point of Europe, Asia and Africa. 
In terns of area, it is one of the smallest countries in the world, its total 
area being only about 8,000 square miles. However, the agricultural geogra¬ 
phy of the country is extremely varied as its different parts have con¬ 
siderable diversity of topographical and climatic conditions, so much so 
that, at one stage, a proposal was mooted to divide the country into 34 
planning regions, each region comprising more or less a homogeneous 
area. This, however, did not fructify and economic planning has con¬ 
tinued to be conducted 'within the frame-work of existing districts and 
sub-districts, numbering 12 and 27 respectively. 

12.2. A mountain range in the North touches nearly 4,000 feet 
above sea level while, at the same time, Israel has the lowest spot on 
earth, namely, iSodom on the shores of the Dead Sea (nearly 1292 feet 
below sea level). Similarly, rain-fall shows great variation. With 
44" in the north, it comes down to less than an inch in the deserts of 
the Negev. Most parts of Israel have a country-side characterised by 
semi-aridity. The soil is generally suitable for orchards rather than 
field crops. A number of valleys, made famous by the Bible, stretch 
across the country from north to south dividing Israel into its main 
topographical regions. 

12.3. Jewish Immigration and Resettlement—A significant feature 
of Israel’s economy which has influenced the character of its co-opera¬ 
tives, relates to the fact that not only since the establishment of State 
of Israel in 1948 but even much earlier, the Jewish people, the leaders 
of the Zionist Movement and the present authorities of Israel have been 
occupied with problems relating to immigration and resettlement of 
Jews. Israel’s Proclamation of Independence, adopted in May, 1948, 
affirmed that “the ‘State of Israel will be open to Jewish immigration 
and ingathering of exiles’’. The same Proclamation had called upon 
the Jewish people throughout the Diaspora (i.e. Jews in lands other than 
the Biblical homeland) “to join forces with us in immigration and cons¬ 
truction and to be at our right baud in the great endeavour to fulfil the 
age-old longing for the redemption of Israel”. The result of the above 
policy has meant a great increase in the population of Israel. In 1948, 
the population was about 600,000, while to-day, it is slightly above two 
millions. In 1948, the number of villages (settlements) was about 259. 
Their number has now nearly trebled. At the same time, Israel has 
faced an unprecedented problem of cultural and emotional integration 
amongst persons coming from all parts of the world with different cul¬ 
tural, economic and linguistic backgrounds. In addition to religion, a 
factor which has contributed to the integration has been the revival of 
the Hebrew language which is now spoken by nearly every one in 
Israel. 
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12.4. During the last decade Tsrael has revealed a remarkable capa¬ 
city for tackling a very difficult and complicated problem of “the ab¬ 
sorption of immigrants in the national economy and their produetivisa- 
tion”. All the material and moral resources of the nation were mobi¬ 
lised and co-ordinated for this purpose. The co-operative movement of 
Israel, which had always been in the fore-front in the struggle for the 
establishment of the State of Israel, took a very active part, in the na¬ 
tional endeavour. The co-operatives were particularly instrumental in 
“speeding up the economic acclimatisation of the immigrants”. 

12.5. National Ownership of Land —In order to fully appreciate 
the character of the co-operative movement in Tsrael, it is necessary to 
keep prominently in view another significant factor, namely, national 
ownership of land. In this regard, Israel occupies a unique position. 
Without any declaration of official policy or act of nationalisation, most 
of the land in Israel has been brought within public ownership by the 
State or other public institutions. Less than 6% of the land is within 
private ownership. The broad pattern of land ownership is as 
follows: 

(i) Government and Government agencies—77.3%. 

(ii) Jewish National Fund—16.3%. 

(a fund created by contributions from international Jewry 
for purchase and development of land in Palestine). 

(iii) Palestine Jewish colonisation Association—0.7%. 

(iv) Private Jewish Ownership—3.1%. 

(v) Private Arab Ownership—2.6%. 

12.6. This character of land ownership has had very wide implica¬ 
tions. Land has been allotted to farmers on the basis of long renew¬ 
able lease and for a nominal vent. In other words, most of the farmers 
and co-operatives cultivating the land do not have any proprietary title. 
Their right consists of the right to cultivate and in the ease of indivi¬ 
duals to pass on this right to their descendants. Under the circums¬ 
tances, they do not have the right to alienate, sub-divide or mortgage the 
land. If the individual allottee ceases to cultivate the laud, or culti¬ 
vates it indifferently, it is possible to cancel the lease and resume the 
land. Consequently, Israel does not have any problems concerning 
speculation in land or absentee landlordism. In fact, unlike India and 
many other countries, Israel does not have to face any problems of 
agrarian reform. 

12.7. Return to Land and Labour —Again, unlike India, Israel is 
not a predominantly agricultural country. Not more than 13% of the 
population is employed in agriculture. In fact one of the tasks in 
which Tsrael is engaged is to divert the population from urban occupa¬ 
tion to the agricultural sector. The difficulties encountered in this 
diversion are partly related to the character which the Jewish commu¬ 
nity had developed during the past centuries. In the ancient days, 
Jewish civilization was deeply rooted in the soil. Its calendar and. 
holidays, 'its paTables and poetry—all derived their form and content 
from work on land. Several rites connected with agriculture were 
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embodied in the biblical literature and were observed by Jews all over 
the World. However, apart from observance of sueh rituals, the Jewish 
community more or less lost contact with land and agriculture. In the 
words of an eminent Zionist thinker, the Jewish community became an 
‘inverted pyramid. Ordinarily, a community should consist of agri¬ 
cultural and industrial workers at the base with businessmen and intel¬ 
lectuals at the apex. Over a period of centuries, the Jewish commu¬ 
nity came to be composed largely of bankers, businessmen—various cate¬ 
gories of middlemen—without the base of agricultural or industrial 
workers. The early Jewish pioneers who made their way into Pales¬ 
tine, consequently, revolted against this development and started a 
movement of “Return to the Land”. This movement was also accom¬ 
panied by emphasis on physical labour. Tn the words of A. D. Gordon, 
one of the seers of the Israeli Labour Movement. Israel needed “Dat Ha 
Avodah”, i.e., Region of Labour. Thus, in radical departure from 
(be previous Jewish traditions which had tended to look doWn upon 
manual labour, stress lias been laid on the moral value of labour. This 
ideal of physical labour has represented a cultural revolution as it has 
involved the overcoming of “resistance of trained values and untrained 
muscles”. Most of the early agricultural co-operative settlements in. 
Palestine, were founded by middle class intellectuals who deliberately 
chose to be workers. This Tolstoyan attitude towards labour, conceiv¬ 
ed as the highest vocational goal, has continued to substantially iufluenee 
the character of the Jewish people in Israel and also the co-operative 
enterprises built by them. 

12.8. The emphasis on physical labour has been recognised not only 
on the moral plane, but also in terms of economic return. An unskilled 
worker in agriculture is given remuneration comparing favourably with 
other occupations. 

12.9. Af/riculfural Production —In terms of increase in agricultural 
production Israel has achieved remarkable results. During the last 
decade or so, agricultural production has increased three-fold. The 
following are the comparative figures of production in respect of certain 
selected items: 


(in thousands) 






1948-49 

1957-58 

1. Citrus fruit (tons) .. 

• • 

• • 

• , 

272 

435 

2. Green fodder and silage (tons) 

• • 

• • 

• • 

373 

1,317 

3. Vegetables and potatoes (tons) 

• • 

• • 

• • 

too 

363 

4. Wheat, (tons) 

• • 

• • 

•• 

21 

53 

5. Eggs (units) 

• • 



242,500 

880,000 

6 . Milk (litres) 

•• 


•• 

85,950 

258,000 


About a decade ago, Israel was considerably deficit in agriculture 
produce. In the current year (19f>0) it is estimated that the imports 
of certain agricultural commodities (such ns grain and meat) will be 
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balanced by exports of other agricultural commodities (such as, eggs, 
citrus fruit). In other 'words, in a period of about 10 years, the agri* 
cultural sector in Israel has become self-supporting. This achieve¬ 
ment becomes all the more significant if it is kept in view that the 
population of Israel has nearly tripled in the last ten years and conse¬ 
quently the consumption of foodgrains, eggs, milk etc. has also gone up. 
Moreover, the achievement has also to be assessed against the back¬ 
ground that the land unit, computed on the basis of a farming family, 
is by no means large. In fact, it is less than 10 acres. 

12.10. Mixed Farming —Apart from the development of a highly 
effective co-operative system, the factors which have contributed to 
increased agricultural production in Israel include large-scale reclama¬ 
tion of land through soil conservation and afforestation. The area 
under cultivation has been more than doubled. An even more signifi¬ 
cant factor, contributing to increased agricultural out-put, has been the 
development of mixed fanning of a very high order. The field crops, 
i.e. wheat, barley and fodder, constitute only about 20% of the total farm 
production, while eggs and poultry account for another 18%. Similarly, 
production of milk and beef is plentiful and amounts to nearly 17% of 
the total agricultural produce. In milk, Israel, has achieved an average 
yield of 4230 litres per head per year which is among the highest in the 
world. Next in order of importance is citrus fruit which amounts to 
about 11% of the agricultural produce. 

12.11. Another measure contributing to increased agricultural pro¬ 
duction has been the adoption of improved techniques and practices. 
Mechanisation of a high order (one tractor for every 200 acres of land 
in the country) and introduction of improved practices has been taken 
in hand all over the country. Furthermore, in places where farm 
units are exceptionally small (in one settlement we came across units 
as low as 2.5 acres) specialisation in a single branch such as poultry 
breeding or floriculture have been developed to a vpry high level. 

_ 12.12. Problem of Irrigation —One of the basic problems facing 
agriculture in Israel has been the lack of adequate irrigation resources. 
From the earliest periods of history, Palestine has been notorious for 
its dry climate. Its three rivers, namely, Jordan, Yarmuk and Yarkon, 
are modest streams compared to any of the rivers in India. Consequ¬ 
ently, one of the subjects to which considerable attention has been paid 
in Israel is the location and distribution of water resources, involving 
transfer of Water over hundreds of miles by pipe-lines from the north 
to the south. In order to fully conserve and utilise the meagre water 
supply, sprinkler irrigation has been adopted extensively. 

12.13. Financial investment in Agriculture —It would be pertinent 
to mention that one of the factors which has contributed to the pheno-i 
menal increase in agricultural production has been the large investment 
made by Government and other public agencies in the field of agricul¬ 
ture. The quantum and rate of such investments has been steadily 
stepped up. For instance, in 1949-50, the investment in agriculture 
by the Government and the Jewish agency was 9.9 million and 16.7 mil¬ 
lion Israeli pounds respectively. In 1953-54, the invesmtent had been 
increased to 50.8 million and 61.2 million Israeli pounds respectively 
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Again, during the years 1949—54 (figures for subsequent years were 
not readily available) the share of agriculture in the total gross invest¬ 
ment came to about 25%. The following are the percentage of invest¬ 
ment in agriculture: 


1949 

1950 

1951 

1952 

1953 

1954 


21.7% 

19.7% 

13.3% 

19.7% 

31.6% 

28.3% 


12.14. Arab Villages —What has been said above and what follows 
in subsequent Chapters, concerns only the Jewish villages and popula¬ 
tion. Israel also has a number of Arab villages with Arab and Druze 
population. Agricultural land in such villages is not nationally owned 
as it is held on an individual proprietorship basis. The technological 
level of farming in such villages is also comparatively lo\v and the deve¬ 
lopment of co-operative enterprises is fragmentary. There are in all 
only about 40 co-operative societies amongst the Arab population. Most 
of them have been started only recently. On the whole, the Arab popu¬ 
lation of Israel has not so far been appreciably affected by the progress 
of co-operation in the rest of Israel. 









Charter 13—MAIN CHARACTERISTICS OF THE 
CO-OPERATIVE MOVEMENT 


13.1. Co-operative Law —The co-operative movement, in Israel is 
almost as old as the co-operative movement in India. The earliest 
unregistered co-operative appeared amongst citrus growers of Palestine 
at the, end. of the 19th century. Then and for the first two decades of 
this century, Palestine did not have any law under which co-operatives 
could be registered. In 1920, the Britain Mandatory Government pro¬ 
mulgated the first Co-operative Societies Ordinance. It is of signifi¬ 
cant interest that this Ordinance was based on the Indian Co-operative 
Act of 1912. Subsequently, the Mandatory administration of Pales¬ 
tine obtained the services of Ktrietland, a member of the Indian Civil 
Service and formerly Registrar of Co-operative Societies Punjab, as 

adviser on Co-operation. At his suggestion, a new Ordinance was 

issued in 1933. This Ordinance continues till date to be the principal 

Co-operative Law of Is ael. Tt is based largely on the Bombay Co-ope¬ 

rative Societies Act of 192->. In fact, several of the sections are a ver¬ 
batim copy of the Bombay Law. 

The co-operative movement in Israel, it, will thus be seen, has 
functioned ‘within a legal frame-work more or less identical with that 
obtaining in Tndia. Xone-the-less, the movement in Israel has had 
a remarkable development both in dimension and variety. Thus, the 
experience of Israel seems to indicate that the Co-operative Law need 
not be a limiting factor in the growth and development of the co-opera¬ 
tive movement. 

.13.2. Functional Variety —One of the striking features of the Israeli 
co-operative movement is its functional variety. Pnlike most other 
countries, where the Co-operative movement has tended to confine itself 
to one or two sectors, Tssraol presents the picture of a co-operative move¬ 
ment which is comprehensive in scope. Beginning with agriculture, 
Israel has shown remarkable development of Co-operation in the field' 
of collective production. Two prominent types of agricultural co-ope- 
ratives, namely, the Kibbutz and Moshav Shitufi, are concerned with this. 
Tt has also shown great progress in the provision of services as an aid to 
agricultural production. The principal types of co-operatives operat¬ 
ing with this object are called Moshav Ovdim, Moshav Olim and general 
agricultural co-operatives of middle class farmers. Co-operation in 
Israel has not been content to confine itself to agricultural production. 
Its role in marketing and processing of agricultural produce as well as 
irrigation and insurance of crops is also significant. Coming to the 
non-agricultural sectors, co-operative enterprises are in the forefront 
in the field of transport, housing, thrift and credit and life and general 
insurance. Consumer Co-operation as well as industrial production 
and marketing have also been organised on co-operative basis to a verv 
large extent. Hardly any field of activity is left out from the scope of 
the co-operative movement. There is a saying in Israel that one can 
be born, live and die entirely within the co-operative fold. 
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13.'!. Communal living —Last but not the least, in the Kibbutz, 
Israel lias produced a co-operative which is perhaps the most compre¬ 
hensive iu existence anywhere in the world. In the Kibbutz, the co-ope¬ 
rative embraces not only all aspects of joint farming and allied activi¬ 
ties but it also undertakes collective satisfaction of all needs of members 
including food, clothing, housing, medical aid, rearing and education 
of children. In other words, co-operation has been applied to the 
entire range of human activity and, in fact, the way of life in the Kib¬ 
butz is a very elaborate and high form of communal living. 


13.4. Municipal functions —In the rural sector generally, munici¬ 
pal functions as such are also performed by co-operatives. In some 
cases, such as, the Kibbutz, the municipal functions are performed by 
the same co-operative as undertakes economic activities. In other cases, 
such as a Moshav Olim, a separate co-operative has been established for 
this purpose. According to the model bye-laws approved by the Begis- 
trar of Co-operative Societies one of the objects of a Kibbutz or a 
Moshav Shitufi or a Moshav Ovdim is “to establish and maintain public 
institutions and general services and, in general, to undertake all activi¬ 
ties which usually fall within the competence of a village authority”. 
In accordance with this provision, the co-operatives in the rural areas 
have been responsible for provision of health services, education, watch 
and ward and several other municipal activities. 

13.5. flue of the Co-operative Movement —At the end of 1958, the 
following were the number of co-operative societies of various kinds 


registered in Israel: 

Agricultural Co-operatives .. .. 868 

Industrial Production, Transport & 

Services ,. .. 284 

Consumer Societies .. .. 294 

Housing Societies .. .. 464 

Credit .. .. 67 

Mutual Insurance .. .. 7 

Provident & Pension Fund .. .. 363 

Mutual Assistance & Savings .. .. 54 

Audit Unions .. 10 

Miscellaneous .. .. 16 


The number of societies mentioned above 


totals to 2427. 


The 


significance of the co-operative institutions within the economy of Israel 
is however much more than is brought out by their numbers. If we 
take into account the economic enterprises run by the co-operatives and 
various institutions founded by the co-operatives, it is estimated that 
nearly 287° of the national economy of Israel is organised co-operatively. 
In certain fields, this percentage is much higher. For instance, nearly 
3’4ths of the agricultural produce in the'country is raised within the 
co-operative sector. Almost the same proportion of the produce is 
marketed through eo-operatives. In regard to export, particularly of 
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citrus fruit, the share of the co-operatives is nearly 90%. Even in non* 
agricultural spheres, eo-operatives occupy a sizeable proportion of the 
national economy. For instance, nearly 30% of the internal trade is 
managed by eo-operatives and the institutions created by the co-opera¬ 
tives. In regard to road transport, almost 100% of the business is carri¬ 
ed out by eo-operatives. 

13.6. Link with Labour Movement —Perhaps the most peculiar 
characteristic of the co-operative movement in Israel is its link with the 
labour movement of that country. This link has also been recognised 
by Government where the Co-operative Department functions as a part 
of the Ministry of Labour. 


13.7. Histadrut —It is not easy to understand this characteristic of 
the co-operative movement in Israel without understanding the functions 
and organisation of the Jewish Federation of Labour, known as the 
Histadrut. As a Labour Federation, Ilistadrut. is perhaps unique in 
the World. Although it is a National Trade Union Organisation, it is 
not a Federation of the various national Trade Unions in the different 
sectors of the economy. The membership of Histadrut is open to every 
individual Who believes in the principle of self-labour, as opposed to 
hired labour. At present, more than half the adult population of 
Israel is directly affiliated to the Ilistadrut. Each of these individual 
members contributes a determined percentage of his recurring income 
to the funds of the Histadrut. 571% of total fee is earmarked for so¬ 
cial services and the rest is used for organisational, cultural and other 
activities. 

13.8. Histadrut. was founded in 1920 with a membership of less 
than 5,000. Oyer a period of three decades or so, Histadrut has acquir¬ 
ed a membership of 600,000. It is today one of the greatest economic 
forces in the country. It has been said that ‘it, is a State within a State’. 
In fact, historically, one of the purposes for which Histadrut was found¬ 
ed was that the Labour Movement of Israel wanted to be self-regulatory 
and independent of the Britisli Mandatory Government. Another com¬ 
pelling reason was the need for unity in a harsh land and among hostile 
people. It is also significant to note that the labour movement in Israel 
was initiated by agricultural workers and not by industrial labour as in 
other countries. Histadrut also payed a significant part in the struggle 
for the establishment of the State of Israel. 

13.9 The activities undertaken by the Histadrut are extremely 
varied in character For instance, Ilistadrut has provided large train- 
uig facilities by establishing a number of workers colleges where leaders 
of the co-operative and labour movements at various levels are trained 
gam, Histadrut, lias established a health organisation known as Kupat 
Holim. The membership of this institution is over one million and it 
has nearly 53% of the public .health institutions of the country. 

p 3 ' 10 ' ^ 19 ^f’ Histadrut decided to incorporate itself under 

GenSi ratlVe ? 0Ciet A ,eS Act . al *o and this led to the registration of the 
General Co-operative Association of Jewish workers in Israel In Heh 
rew, this Association is known as “Hevrat Ovdim”. The membership 
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of Hevrat Ovdim and that of Histadrut is identical and this establishes 
an organic link between the co-operative movement and the labour move¬ 
ment of Israel. All co-operative institutions which function under the 
‘roof’ of Hevrat Ovdim—and their number constitutes nearly 80% of 
total registered co-operatives in Israel—have to observe the general prin-y 
ciples and policies laid down by the Histadrut. Furthermore, no person 
can be a member of any of these co-operatives without his being first a 
member of the Histadrut. 

13.11. The link between the co-operative movement and the labour 
movement of Israel has also been strengthened by the circumstance 
that although the co-operative movement has developed strong consumer 
enterprises, it has been principally a movement of primary producers. 
The need for a co-operative movement in Israel was not promoted by 
the traditional circumstances which gave birth to such movement else¬ 
where. There was no exploitation by private capitalists calling for 
organisation of co-operatives of producers or consumers. In fact, very 
little private capital existed in Palestine when the early Jewish settle¬ 
ments were set up. Hence the co-operative movement as well as the 
labour movement in Israel was shaped primarily as an instrument of 
economic development rather than as a safeguard against exploitation. 
In the words of Margaret Digby, the Co-operative Movement in Israel 
is “engaged not in transforming an existing economy but in creating 
an economy”. A.D. Gordon has also expressed the same point of view: 

“We are not going to change anything or improve anything. We 
are going to begin from the beginning”. 

13.12. General Co-operative Association of Israel: Hevrat Ovdim •— 
One of the most unusual and somewhat perplexing features of the co¬ 
operative movement in Israel is the character and role of some of tie 
higher co-operative organisations. As already mentioned, “the roof 
organisation” of the workers co-operative movement is known as Hevrat 
Ovdim. Unlike national co-operative organisations in other countries, 
Hevrat Ovdim does not have a federal character. In fact, it is not an 
apex society composed of central or primary societies. It is itself a 
big national primary co-operative society with membership running into 
hundreds of thousands. Every person 'who is a member of the Histad¬ 
rut is automatically deemed to be a member of Hevrat Ovdim. The 
functions and objectives of Hevrat Ovdim are equally wide and large- 
scale. According to the bye-laws of this Co-operative Association the 
object of the Association is “to unite Jewish labour in Israel on a co¬ 
operative basis in all branches of work, manual and intellectual”. The 
bye-laws further lay down that the Association shall have the following 
powers:— 

1. To assist the settlement of members on land in villages and- in 
towns. 

2. To do fishing in rivers, lakes and seas. 

3. To found, develop etc. workshops and factories. 

4. To do every kind of contractor’s works. 

5. To found, arrange and manage stores and “warehouses. 

L/JSlMofOD&C 
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6. To acquire means of transport on land, water and in the air. 

7. To found banks and credit associations. 

8. To assist the members in bringing over their families and rela¬ 
tives as well as their property from abroad. 

9. To insure members against death, accident, unemployment, 
disease and the like. 

10. To found daughter-societies for the publication of books and 
periodicals. 

11. To found a daughter-society for medical and sanitary aid. 

12. To enter into arrangements with Governments and other 
supreme authorities and to procure from them licences, privi¬ 
leges or concessions. 

13. To set up and manage special fuqds for colonisation, develop¬ 
ment of industry etc. 

14. Generally to engage in any business, trade or industry, and 
any economic, financial or social activity, which may seem to 
the association directly or indirectly conducive to the inter¬ 
ests or convenience of the members of the association, or any 
section thereof. 

13.13. Hevrat Ovdim exercises certain privileges and functions with 
regard to co-operatives functioning “under its roof”. These privileges 
and functions are very unusual in character. One of the powers vest¬ 
ed in Hevrat Ovdim relates to admission of members in the societies 
under its roof. If a particular person is declared ineligible by Hevrat 
Ovdim, the society concerned is not competent to admit such a person. 
Furthermore, Hevrat Ovdim has certain powers with regard to sugges¬ 
tion of-a panel for election as directors of the primary societies. Similar¬ 
ly, Hevrat Ovdim has ample powers to veto resolutions of primary co¬ 
operatives, if it is considered that they are contrary to the principles of 
Israeli labour co-operative movement. These powers are exercised only 
very rarely, but they have been provided in the bye-laws of various pri¬ 
mary co-operatives. Hevrat Ovdim does not necessarily exercise these 
powers directly but the various Audit Unions or other subsidiary orga-! 
nisations exercise these powers on behalf of Hevrat Ovdim. Founders 
shares in all Audit Unions are held by Hevrat Ovdim which is compe¬ 
tent to nominate half the directors of each Audit Union. This enables 
the Hevrat Ovdim to use the Audit Unions as instruments of supervi-, 
sion and instruction. 

13.14. Companies as Subsidiaries of Co-operati/ves —The structural 
complexity of the co-operative movement in Israel is not confined mere-« 
ly to its link with the Trade Union Movement and the character of its 
national co-operative organisation. It also manifests itself in the charac¬ 
ter of a large number of subsidiary institutions which co-operatives at 
various levels have created. In the local vocabulary, these institutions 
are referred to as “daughter societies” or “daughter companies”. 
There are in turn subsidiaries of such “daughter” societies or “daugh¬ 
ter” companies. Most of these institutions are registered as joint stock 
companies wherein the co-operatives are share-holders either exclusively 
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Or partly. Some of these “daughter” companies, particularly those 
founded by Hevrat Ovdim, are big economic organisations in themselves. 
One of them, namely, Solel Boneh is one of the largest Public Works 
Contracting Companies in Israel. Nearly 40% of the public works in 
Israel are handled by this company. Another important subsidiary of 
Hevrat Ovdim, known as Koor Ltd., is responsible for running a large 
number of heavy industries. 

13.15. It is not possible to describe all the subsidiaries of Hevrat 
Ovdim in a brief space. Some of the more important subsidiaries may 
be mentioned. One of them is known as the Hassneh Insurance Co., 
Ltd. This company started functioning in 1927 and today accounts 
for nearly 25% of the total life and general insurance business transact- 1 
ed in the country. Another subsidiary of Hevrat Ovdim is a company 
known as Macarot. This company is the prime organisation connected 
with the location, transfer and distribution of water resources in the 
country. It operates in conjunction with a number of minor companies 
and water co-operatives established in various settlements or groups of 
settlements. Hevrat Ovdim also runs a Workers’ Bank. Hevrat 
Ovdim is also a partner ‘with other bodies in shipping and air transpor¬ 
tation companies. 

13.16. Various reasons have been given why co-operatives have in 
Israel promoted joint stock companies as subsidiaries. One of the rea-i 
sons seems to be that co-operatives in their corporate capacity wanted 
to be the prominent partners in certain enterprises for which a large 
measure of autonomy had to be simultaneously assured. In some cases, 
we were told that the motivation was that private or foreign capital 
might be brought into partnership with the forces of the Israeli Labour 
economy. Whatever the reasons, these “daughter” companies form an 
important sector in Israeli labour-cum-co-operative economy. 

13.17. Relationship with the State —Israeli Co-operative Movement 
is much older than the State of Israel. Hence the present relationship 
of the co-operative movement in Israel with the State authorities is 
largely a spill-over of the relationship which was built up in the pre- • 
Independence period. The co-operative movement in Israel, in con¬ 
junction with the labour movement, sought to become self-regulatory so 
that the British Mandatory Government should not have an opportunity 

to interfere. This partly explains the national character of Hevrat 
Ovdim, deriving authority and sanction directly from primary produ¬ 
cers and workers of various kinds. Even in regard to the function of 
audit, which in India is recognised as a function of the State Co-opera¬ 
tive Departments, the co-operative movement in Israel created its own 
organisations. The various co-operatives in the country are affiliated 
to 10 Audit Unions which are responsible for audit and general supervi¬ 
sion. For settlement of disputes amongst co-operatives and their mem¬ 
bers, courts of arbitration have been set up by Hevrat Ovdim. These 
courts derive authority from the Constitution of Hevrat Ovdim. Thus, 
the role of the State vis-a-vis the co-operative movement is very limited 
and largely confined to the administration of the Co-operative Law, e.g. 
registration and liquidation. 
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Co-operative Department —This is the reason why the Co-operative 
Department in Israel is very small. Its total strength consists of only 
14 persons including the Registrar and Assistant Registrar and the 
entire clerical establishment. 

An Advisory Council attached to the Department of Co-operation 
advises the Government on all questions concerning the Co-operative 
Movement in Israel. The Council includes representatives of all the 
main central societies. The Minister of Labour is the Chairman of the 
Council. 

13.18. Tax Concessions and building of funds —During the British 
Mandatory period, almost all co-operatives enjoyed exemption from 
income-tax. These fiscal privileges have been 'withdrawn almost entire¬ 
ly in recent years. A part of the explanation lies in the fact that co¬ 
operative organisations represent a considerable proportion of the natio¬ 
nal economy and hence continuation of tax exemption involved a gap 
in State revenues. Political considerations also seem to have played 
their part. The necessity for maintaining a Coalition Government and 
the attitude of the opposition parties, made it difficult for the Govern¬ 
ment to extend to co-operatives any special privileges over and above 
those granted to other sectors of the economy. 

13.19. We had occasion to notice that the withdrawal of income 
tax concession to co-operatives has, in several cases, led to the develop¬ 
ment of certain tendencies. Many co-operatives have adopted a prac¬ 
tice whereby the entire surplus income is returned to members as bonus 
on dealings with co-operatives. Consequently, individual sections of a 
co-operative carry a nil figure from the profit and loss account to the 
balance sheet and thus no additions to the reserve fund are being made. 
Some other reasons were also indicated why reserve funds were not 
being built up. In the situation of inflationary conditions that prevail, 
people have found it easier to borrow for creating an asset and then 
repay in suitable instalments in cheaper money. Psychologically also 
it has been felt that it is not convenient to save for future investment, 
it is easier to secure contributions from current incomes of members for 
an asset that is created by borrowed funds and which is directly visible 
and of benefit to the society. 

13.20. Ideological and Political Affiliations —Generally speaking, the 
co-operative movement in most of the countries has sought to maintain 
a non-political character. In Israel the co-operative institutions have 
tended to go in an altogether different direction. In Hevrat Ovdim 
(following the pattern of the Ilistadrut) the elections to the directorate 
are fought by the political parties on a system of proportional represen¬ 
tation. Similarly, at lower levels, the political complexion of indivi¬ 
dual co-operative institutions is known and recognised. In fact, vari¬ 
ous kinds of co-operatives have created a number of federations on an 
ideological plane. For instance, most of the Moshavim have affiliated 
themselves to an organisation called “Tnuat Hamoshavim”. The vari- 
«us kibbutzim have set up organisations on ideological-cum-political basis. 
These organisations are not registered co-operatives but they look after 
the ideological and promotional problems of their affiliated co-operative 
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societies. In some ways, these ideological organisations (popularly 
Known as Movements in Israel) are very strong and carry considerable 
weight and authority. 

13.21. Application of Principle of Voluntariness —In the preceding 
chapter, we have indicated some of the implications of the fact that a 
large percentage of land in Israel is not privately owned. Here another 
very important consequence may he explicitly mentioned. The mem¬ 
bership of co-operatives in Israel is based on the principle of volunta¬ 
riness. This, however, is subject to a certain limitation. Whlie a per¬ 
son is completely free to join any type of settlement, once he decides 
to do so, the membership of the co-operative in that settlement becomes 
obligatory on him. If a person ceases to be a member of the local co¬ 
operative the allotment of land to him is cancelled. Thus the various 
co-operatives in the agricultural settlements, including the Kibbutz, 
Moshav Ovdim and Moshav Shitufi are able to command full member¬ 
ship of all the persons residing in such settlements. 



Chapter 14—STRUCTURE AND TYPES OP AGRICULTURAL 

CO-OPERATIYES 


14.1. In this Chapter, we propose to describe the broad structure 
of the agricultural co-operative movement in Israel and its various cons¬ 
tituent elements. A more detailed account of the individual types of 
co-operatives and their higher organisations will follow in subsequent 
chapters. 

14.2. Place of Agricultural Co-operatives —Numerically, the agricul¬ 
tural co-operative movement accounts for only about l|3rd of the total 
number of societies. At the end of 1958, out of 2427 total number of 
registered co-operatives 868 co-operatives were in the agricultural sec¬ 
tor. These figures, however, do not reflect the real place of agricultural 
co-operatives within the co-operative movement of Israel. Agricultural 
Co-operatives initiated the movement in Israel at the end of the last 
century. Subsequently though co-operatives in other spheres, such as 
consumer co-operatives, transport co-operatives, producers’ co-operatives 
have come up in large numbers, agricultural co-operatives continue to 
occupy a pre-eminent position. In fact, some of the most unique deve¬ 
lopments for "which the co-operative movement in Israel is famous, have 
been achieved in the sphere of agricultural co-operatives. 

14.3. Classification —According to the statistics furnished to us by 
the Registrar, Co-operative Societies, Israel, the distribution of various 
agricultural co-operatives in Israel at the end of 1958 was as follows: 


Kibbutzim 

.. 230 

Moshavim (including immigrants’ Moshavim) 


(called Moshav Olim) 

.. 283 

Moshavim Shitufim 

.. 20 

Agricultural marketing and processing .. 

.. 38 

Irrigation 

.. 65 

General Agricultural Societies 

.. 127 

Mutual' Agricultural Insurance 

4 

Societies for various agricultural purposes 

.. 101 


868 


14.4 The above classification of societies is functional in character. 
Another broad classification which is current in Israel, divides agricul¬ 
tural co-operatives into two main categories, namely (a) workers co¬ 
operatives, (b) middle class farmers’ co-operatives. 

14.5. Middle class Farmers' Co-operatives —To begin with, a itw 
words may be said here about the second category of co-operatives. tfcis 
pgtegory comprises of agricultural co-operatives in settlements where the 
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so-called middle class farmers are operating. In such cases, the land 
is cultivated separately by individual members and the co-operative 
provides various essential services. The reason why these co-operatives 
are classified into a separate category is due to the fact that members of 
such co-operatives do not have any ideological , objection to engaging 
hired labour to assist them in agricultural operations and hence their 
co-operatives do not function under the roof of Hevrat Ovdim. This 
is the principal point which distinguishes them from the first category 
of co-operatives. 

14.6. The middle class farmers agricultural co-operatives have creat¬ 
ed their own higher organisations both for marketing and supply. Their 
organisation undertaking agricultural marketing is called “Tenneh”. 
Their supply organisation is known as Haspaka. All these are affiliated 
to a separate Audit Union. These three higher organisations function 
independently, but more or less parallel to similar organisations set up 
by the workers agricultural co-operatives. 

14.7. Workers' Agricultural Co-operatives —Coming to the first 
category of agricultural co-operatives, they are, as already indicated, 
broadly divisible into three main types. The first main type is what is 
called the Kibbutz. It is a co-operative which is comprehensive in char¬ 
acter involving collective cultivation and collective satisfaction of all 
needs of the members including housing, food, clothing, medical aid, 
education and cultural and social services. In the second category, 
namely, Moshav Ovdim, the Co-operative is essentially a service organi¬ 
sation while farming and living is on individual basis. The third type, 
namely, Moshav Shitufi, involves a synthesis of the first two types: Like 
a Kibbutz, there is joint cultivation, but at the same time, unlike a Kib¬ 
butz and like a Moshav Ovdim, members of a Moshav Shitufi live indivi¬ 
dually. 

14.8. The above description of the three main types of agricultural 
co-operatives in Israel is extremely sketchy and may not give a clear 
idea until their complexion and working is analysed in detail. We pro J 
pose to do so in subsequent chapters. 

14.9. The three types of workers agricultural co-operatives, namely, 
Kibbutz, Mpshav Ovdim and Moshav Shitufi, have created very power¬ 
ful central organisations for supply and marketing. The supply 
organisation is konwn as “Hamashbir Ilamar-Kazi”. In regard to 
marketing and sale of agricultural produce, there is an equally strong 
©rganisatioh known as “Tnuva”. For purpose of audit and general 
supervision, the workers’ agricultural co-operatives are affiliated to an 
Audit Union pf their otvn. 

Tf 

14.10. Nir Shitufi —The ‘roof’ organisation for the Workers Agri¬ 
cultural Co-operatives is known as “Nir Shitufi”. As in the case of 
Hevrat Ovdim. Nir 'Shitufi is not a federal co-operative organisation. 
Its membership consists of individual workers in the field of agricultu¬ 
ral sector, who are also members of the Histadrut and hence of the 
Hevrat Ovdim too. Such workers may be members of various kinds of 
agricultural co-operatives or they may be engaged as hired labourers 
la? agriculture. Frojn this point of view, just as Hevrat Ovdim is the 
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eo-operative arm of Histadrut, Nir Shitufi is the co-operative projection 
of the National Labour Union of agricultural workers (called the Agri¬ 
cultural Centre). In regard to the agricultural co-operatives function¬ 
ing under the ‘roof’ of Nir Shitufi, the powers and privileges exercised 
by Nir Shitufi, are generally identical with that of Hevrat Ov|dim in 
relation to all kinds of co-operatives. In this way, Nir Shitufi serves 
to link organically the agricultural co-operatives with the agricultural 
labour movement in Israel. 

14.11. Ideological Federations —As already pointed out in the pre¬ 
ceding chapter, agricultural co-operatives in Israel have also set up com¬ 
mon organisations functioning mainly on the ideological plane. For 
instance, there are six ideological federations which share the allegiance 
of all the kibbutzim. Only three kibbutzim have not affiliated them¬ 
selves to any of the federations. Out of the six federations of kibbut¬ 
zim, three are major ones. , One of them, namely, Kibbutz Axtzi, was 
founded in 1927 and embraces 73 kibbutzim. This federation is affiliat¬ 
ed to the “MAPAM” political party. The second federation konWn as 
Kibbutz Me’uhad, was also founded in 1927 and has a membership of 61 
kibbutzim. This ideological federation is associated with “Achdut 
Ha’avoda” party. The third major federation founded in 1951 is 
known as “Ihut Hakvutzot Vehakibbutzim”. It embraces 73 kibbut¬ 
zim and the majority of its members are associated with the “MAPAI” 
Political Party. Mention may also be made of another federation called 
“Hakibbutz Ha dati” to which religious kibbutzim are affiliated. They 
number about 20. 

14.12. As in the case of kibbutzim, Moshavim Ovdim have also set 
up their ideological federation. However, while kibbutzim are more 
dr less equally divided amongst their major federations, Moshav Ovdim 
have only one major federation known as Tnuat Hamoshavim. This 
federation has over 200 Moshavim as members. In addition, about 20 
Moshavim Shitufim are also members of this federation. This federa¬ 
tion has played a significant part in the introduction of the co-opera¬ 
tive system in new immigrants villages (Moshav Olim). 

14.13. It is significant that while Moshavim of all types have one 
major ideological movement in which all political views are represented, 
the kibbutzim which are fewer in number have organised several such 
federations. This is so because in a Moshav, people holding different 
ideological and political opinions can conveniently live together but 
such differences often lead to friction and misunderstanding among 
members in a Kibbutz where life is entirely collectivised and where 
members meet one another several times daily in the dining hall and at 
other places. Members of kibbutzim have been known sometimes to 
leave from one Kibbutz to another on this account. At one time, there 
was even a large-scale splitting up of kibbutzim on account of such poli¬ 
tical and ideological differences. Tt even threatened to disrupt the 
entire Kibbutz movement. This explains the reasons for the existence 
of so many ideological movements among thp kibbutzim. 



Chapter 15—KIBBUTZ 


15.1. History and Significance in national life —Nothing in the co¬ 
operative movement of Israel is, perhaps, as significant as the collective 
villages known as kibbutzim (plural for. kibbutz). There is no doubt 
that they constitute the proudest achievement of the Jewish people in 
tlie realm of co-operative and community organisation. A kibbtitz is a 
unique institution in several ways. Its outstanding merit, lies in the 
•’act that it has stood the test of time. Some of its features have been 
tried, in one form or the other at different times, by various religious 
<>r idealistic communities in different parts of the world. However, the 
kibbutz probably represents the only example wherein comprehensive 
co-operation has been practised successfully for three successive genera¬ 
tions. The first kibbutz, now known as the Degania Aleph, “was estabJ 
lishod on the bank of river Jordan in 1909. When we were in Israel, 
the Government of Israel issued a special stamp commemorating the 
“■olden jubilee of the establishment of this and two other kibbutzim. In 
the last fifty years several new kibbutzim have been established, their 
total number at present being 230. 

15.2. In terms of population and coverage, the kibbutzim occupy a 
significant place in Israel. They account, for nearly half of the total 
\ ilbtges. Nearly 85,000 men. women and children reside in them. This! 
amounts to about 24% of the total agricultural population and about' 

of total population of Israel. 

15.3. Kibbutzim are at various stages of development. About 45 
are 33 years or more old. They are generally very advanced and have 
:> population of between 500 and 1,500. About 100 are between 12 and 
'years of age. These are still consolidating their position. The rest 
were founded about 12 years ago, mostly by youngmen and women de-( 
mobilised from the Army. An insignificant number have been regis- 
bTed in the last, 10 years. We had occasion to visit several Kibbutzim 
including one young kibbutz near Eilat where a group of young ex-ser¬ 
vicemen have started a collective farm in the sands of the Negev desert. 

15.4. The significance of kibbutzim is derived not merely from the 
peculiar characteristics that they possess but also from the part that they 
.iml their members have played in the development of the national 
economy and the struggle of the Jewish community for establishment 
of the State of Israel. Many kibbutzim are situated right on the border 
nnd have voluntarily acted as sentinels on the frontiers. They were in 
the vanguard of the pioneer movement in Israel—a spirit which they 
continue to display in the colonisation of the Negev today. The share 
id' the kibbutzim in the political and economic advancement of the coun¬ 
try has been outstanding. Mpny of the eminent leaders and statesmen 
of Israel have sprung from one kibbutz or another and, in several cases, 
>hcv still continue to be their members. Kibbutzim have also served 

the main force for implementing the Zionist programme of “returp 
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to land”. The founders of early Kibbutzim were motivated by the con¬ 
sideration that ‘‘only by investing sweat in- every foot of the land will 
the country develop”. The same glorification of labour, the same 
pioneering spirit, and the same high idealism in human relations conti-, 
nue to animate the Kibbutzim today also. 

15.5. Principal objects and functions —It is not easy to describe the 
character and working of a kibbutz. If anything defies a strait jacket 
definition, it is the kibbutz. Briefly, however, a kibbutz can be describ¬ 
ed as a form of all embracing co-operation. It is all embracing in a 
dual sense. In the first place, a kibbutz embraces all residents of the 
village. In the second place, a kibbutz embraces all conceivable activi¬ 
ties in which such residents may be interested. 

15.6. Agriculture —The main economic activities of a kibbutz are 
in the field of agriculture. The entire agricultural economy of the 
village is collectively organised and managed. Generally speaking, such 
economy covers, besides field crops, dairying, vegetable gardening, fruit 
orchards, cattle, sheep and poultry breeding and fodder development. 
Agriculture is highly mechanised. Each kibbutz has a large number 
of tractors and combines as well as other equipment such as milking 
‘machines. There is also a large degree of specialisation by individual 
members and a high level of crop planning and exploitation of land 
resources. 

15.7. In the field of agricultural production, Kibbutzim have shown 
remarkable progress. We give below some comparative figures of 
production which show the progress achieved by one of the Kibbutzim, 
namely, Kinnert, in a period of about 40 years. 



1913-14 

1952-53 

Green fodder (in metric tons) 

52 


Milk (in thousand litres) 

64 

531 

Eggs (in thousands) 

8 


Vegetables (in m. tons) 

50 

722 

Fish (bred in artificial ponds) m. tons .. 

nil 

72 


The figures are typical of the progress made by many a kibbutz. At 
present, the Kibbutzim account for nearly 36% of all agricultural pro¬ 
duction of Israel. 


15.8. Industry —Besides agriculture, nearly one third of the Kib¬ 
butzim have also taken up productive industrial enterprises. One of 
the Kibbutzim that we visited, and of which Israel’s present Minister 
for Development is a member, has set up a highly successful plastic goods 
factory. Again, several Kibbutzim have units for manufacture of 
agricultural machinery, irrigation pipes and sprinklers, kitchen equip¬ 
ment etc. A plywood factory, a cloth factory, a precision shop and a 
diamond cutting centre are also being run by one or more Kibbutzim 
on a group basis. These are only a few illustrative examples. 
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15.9. Other needs'. Housing ; Food; Clothing; Medical Service — 
Besides economically productive activities, a kibbutz caters for all the 
needs of its members. They include provision of housing, together 
with the necessary furniture, and other equipment. A kibbutz also 
runs a common kitchen and a dining hall where food is provided free to 
nil members and their families. For the provision of clothing, it has 
its own tailoring shop and laundry. In addition, members are provid-l 
ed with all necessary medical facilities and for this purpose the kibbutz 
draws upon the Kupat Holim, the Health Organisation of the Histradut. 

15.10. Education —Another very significant service relates to the 

upbringing and education of children. This task is entirely the respond 
sibility of the kibbutz and is given very high priority. The kibbutz 
takes over the care of the child from the parents almost immediately 
after its birth. In the beginning the child is brought up in special 
nurseries, the mother coming in at regular intervals to feed it. There¬ 
after, as the child grows, it passes from one stage to another till the age 

of 18. The child lives in special houses with other children of his own 

iage group and not with the parents. He spends usually the afternoons 
after 4 p.m. and the Sabbath with the parents. Various houses for 

children of different age groups are established. Most of them have 

attached kitchens and dining rooms and laundry. The management of 
children’s homes is in the charge of women members several of whom have 
received special training. Usually, one woman member looks after 3 to 
5 children, although for children of the .younger age group, the charge 
is much reduced. Education is provided from the kindergarten stage 
onwards. 'Special curricula have been drawn up and teaching is entrust¬ 
ed to specially trained staff. All children above the age of 6 are mem- 1 , 
bers of a children’s society which is a miniature kibbutz and where 
children assign duties and responsibilities to themselves. By this sys-( 
tern of collective education, Kibbutzim are attempting, with a great 
measure of success, to build up a generation of men and women Who have 
no strong attachment to private property and who are attuned to the 
ideals of the kibbutz movement. 

15.11. Cultural Life —Cultural life is also taken care of in the Kib¬ 
butzim. Excellent libraries are maintained. Degania Aleph has a 
library of over 30,000 volumes. It is housed in a special building known 
after A.D. Gordon who was one of the outstanding thinkers of the Israeli 
Labour Movement. The building also contains specimens of birds and 
insects and serves as a study and research centre for entomology. In 
another kibbutz we saw a beautiful auditorium. Holding of operas, 
concerts and cinema performances is a routine feature of the life in a 
kibbutz. A number of Kibbutzim also maintain recreation homes and 
holiday resorts which provide them with additional income. 

15.12. Membership —Membership of a kibbutz is open to every man 
or woman above the age of 18. In case of a husband and wife, both 
have to be members in their own rights. There are hoWever certain 
conditions. A person desiring to be a member has to be accepted as 
such by the general body of the kibbutz. In order to enable both the 
prospective member and the kibbutz members to decide this question, a 
person usually remains for a year or so on "probation”. This is neces¬ 
sary to enable the applicant to have a clear idea of the kind of life he 
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will be expected to lead. Firstly, be will have to give up all ideas of 
personal and individual ownership of property including money. If he 
has any property or goods or money of his own, he has to surrender it 
to the kibbutz and when he goes out, he cannot take any property with 
him. Then decisions concerning his work, his life etc. will not be en¬ 
tirely his own. He will have to abide by the collective will of the kib¬ 
butz. In return for this surrender of ones individual property and 
other “rights”, the kibbutz Will take over all responsibility for his wel j 
fare—economic, social and spiritual. 

35.13. Management Operations —To a certain extent, a kibbutz has 
the usual paraphernalia of a co-operative society, namely, general assem¬ 
bly and an elected managing committee. As a registered co-operative 
society, a kibbutz conforms to the usual requirements of co-operative 
law and practice. For instance, the liability of members under the 
bye-laws is limited to 50 pounds. Again, the accounts of a kibbutz are 
subject to audit. 


15.14. But it would be wrong to infer that, from the organisational 
point of view, a kibbutz is only another instance of the usual kind of co¬ 
operative society. In fact, this is not so. For instance, unlike an 
ordinary co-operative society where a general meeting is held once a 
year or so, the general body of members in a kibbutz meets once or twice 
a week and takes decisions on every important matter. Such meetings 
are generally held in the dining hall which is usually the most spacious 
building in the centre of a kibbutz. Each kibbutz has a number of 
special committees, such as work assignment committee, a committee on 
-economic policy, education committee and cultural committee. The 
membership of these committees is so drawn up and rotated that, gene¬ 
rally speaking, each member of the kibbutz is called upon to participate 
in One or more of them. Besides the committees, each kibbutz has a 
number of important office-bearers. The principal office-bearer is a 
general secretary. There is also a treasurer, a purchase agent and 
work assignment chairman. Each branch of the kibbutz economy has 
a foreman. All these office-bearers are elected by the general meeting 
except the foremen who may be elected by the members working in the 
relevant branch of kibbutz economy. 


15.15. The division of work in a kibbutz is not an easy task but 
usually a workable system is evolved. Most of the members are given 
permanent assignments suiting their aptitude and training. This mav 
however, not be possible in all cases, particularly when a certain branch 
of kibbutz economy is already full. Then, there are certain jobs such 
as service in the kitchen which do not require specialised training. In 
such cases jobs have to be rotated. The task of division of labour in a 

/JM en - eral 7r / ied out h y two WOTk co-ordination committees, 
e of which is presided over by a man and another by a woman The 
work assignment committees function in consultation with the foreman 

it I L ? he r oste i 18 made known to members by pasting 

broad m the office ° f the kibbutz or outside the dininf 


hall, the previous evening. 
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15.16. Accounting —The accounting system followed is fairly com¬ 
plex. It is based on computations of man-day incomes for each econo¬ 
mic branch. For purposes of this computation, labour is classified into 
two main categories, namely, productive labour which is engaged in 
agriculture and industrial enterprises, and service labour such as is 
engaged in the tailoring shop, laundry, kitchen find dining room, night 
watch, sanitation and the care and education of children. While ac¬ 
counting for the non-productive man-days, the number of persons on 
vacation, or serving in the array reserve, or on duty in the youth move-, 
meut etc. are also counted. Nearly 50% of the man-power in a kibbutz 
is generally engaged in non-productive work as classified above. This 
means that the man-day income of each branch has to be of an order so 
as to adequately maintain the standard of living of at least two men. 
This has been achieved in nearly all the Kibbutzim. 

15.17. Social and moral postulates: Self-labour —It is not possible to 
appreciate the working of a kibbutz if one considers it only in the conven¬ 
tional terms of the Working of a joint production society. There are a num¬ 
ber of social and moral postulates which have inspired the kibbutz move¬ 
ment and which continue largely to regulate the life within the Kibbut¬ 
zim, One such postulate relates to the principle of self-labour. The 
founders of the earliest kibbutz revolted against the traditional pattern 
of Jewish settlers who were inclined to establish citrus plantations by 
hiring Arab labour. The kibbutz founders determined that within the 
kibbutz there should be no exploitation of another person’s labour and 
all work of whatever kind, must be carried out by the members them¬ 
selves. The observance of this principle has not sometimes been possi¬ 
ble in its strictest interpretation. It became particularly difficult when 
a. large number of immigrants came into Israel after the establishment 
of; the State. These new immigrants were not Willing to accept the obli¬ 
gations entailed by the membership of a kibbutz and yet it was necessary 
that such immigrants should be provided with gainful employment. In 
these circumstances a number of Kibbutzim agreed to depart from the 
principle of self-labour. However, a strong opinion has continued to 
be held in favour of a strict observance of this principle. The leaders 
of the kibbutz movement expect that, in the near future, the instances 
of deviation from the principle of self-labour will disappear. 

15.18^ Absolute equality —Another important postulate is that of 
absolute equality amongst the members. The governing principle has 
been “from each according to his capacity*, to each according to his need”. 
Hence the contribution made by each member, whether in the productive 
field or in the field of services, is considered equal. Similarly, in dis¬ 
tribution of goods and services which a kibbutz provides, all members 
are treated equally. If a particular category of goods is in short supply 
all share equally in the hardship. Sometimes, as in the case of housing 
facilities the distribution is made on the basis of seniority, a member’s 
seniority being determined from the date on which he was accepted as 
a member of the kibbutz. 

15.19. No money transactions —It is necessary to mention that in a 
kihbutz there is a complete absence of the usual cash nexus. A member 
does not receive any monetary payment for the work done by him nor 



does he pay for any of the goods or services provided to him. The ohly 
cash he handles is the allowance given to him while proceeding on vaca¬ 
tion in a rest home or elsewhere or a small amount that may be given 
as monthly pocket money for certain items of personal expenditure. 
Should a member receive a bequest or inheritance, or earn any money 
while on deputation from the kibbutz, he is required to make over the 
entire amount to the kibbutz, to be disposed of as the kibbutz thinks fit. 

15.20. Classless society —There is no perceptible class structure in a 
kibbutz. The principal officer-bearers of kibbutz are not, in any way, 
socially superior to a member who has a duty assigned to him in a kit¬ 
chen or in a laundry. In fact, in many a kibbutz, a Member of Parlia¬ 
ment or a Minister of the Israeli Government, while returning to his 
kibbutz in the week-end, is assigned the duty of serving food to other 
members in the dining hall. This helpg to emphasise the equality of 
status of all members. As between sexes also, there is complete equality. 
Women are, full-fledged members of the kibbutz and participate in 
management and other activities on an equal footing. Thus within the 
framework of the kibbutz society, there is no polarisation and the kib- 
butz appears as the nearest approximation to a classless society. 

15.21. Economic prosperity —It seems necessary to point out that 
the Kibbutzim are by no means monastic institutions. In fact, ordina¬ 
rily they are secular in character and one does not even come across 
synagogues in most of the Kibbutzim. The only exception is constitut¬ 
ed by about 20 religious Kibbutzim where life is sought to be regulated 
strictly in accordance with the ritual laid down in the Bible. Gome 
times this leads to very interesting devices to overcome the difficulties 
relating to complete closure of work on Sabbath Day. Every member 
of a kibbutz however, strives for higher economic prosperity and greater 
material comfort. But the fundamental assumption is that the fruits 
of collective efforts must be equally shared by all. 

15.22. Motivation within a kibbutz —Since a kibbutz does not believe 
in asssesing the work of its individual members on the basis of any 
norms and no wages are paid and since each member receives from the 
kibbutz by way of services and goods whatever be needs and the kibbutz 
can afford, it becomes pertinent to ascertain how the individual mem¬ 
bers are motivated to contribute their best towards the economy and 
working of the kibbutz. It is certainly not economic or individual gain. 
A high sense of duty, devotion to a cause, the spiritual satisfaction that 
such a life gives perhaps constitute the motivation. The early founders 
of the kibbutz movement were influenced by Gordon’s advocacy of the 
“Religion of Labour”. The ideal of physical labour has continued to 
influence the working of the Kibbutzim. In such circumstances, thd 
labour put in by a member becomes the principal dietarminent of the 
prestige that he enjoys amongst his fellow members. The kibbutz is a 
compact and intimate society with a collective economy and a large 
measure of collective living. Public opinion in such a society is natural¬ 
ly very effective and a guarantee for the best contribution from each’ 
member. In the Hebrew language there is a special term ‘ Hakkara’ 
which is used to signify the sense of moral responsibility .felt by every 
member of a kibbutz for the realisation of its goals. This term in a way 
explains the intangible factors providing the motive power for action 
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withm a kibbutz. The period of probation that every prospective mem¬ 
ber has to undergo is also to test this sense of responsibility. At the 
same time, it may be pointed out that life in a kibbutz has its own com¬ 
pensations. There is perhaps no human community where there is so 
much freedom from all tensions and anxieties with which the modern 
world is beset. 

15.28. Prospects of Kibbutzim —A kibbutz undoubtedly represents a 
challenge to contemporary society and Way of living. Hence the future 
of Kibbutzim is a matter of considerable interest to every one interested 
in this institution. There are a number of external circumstances 
which, in the past, contributed to the establishment and progress of 
Kibbutzim. In the first place, before the establishment of the State of 
Israel, the kibbutz movement was helped by the consideration that it 
provided an effective weapon in the struggle for survival by the Jewish 
settlers in Palestine. New membership also continued to flow into Kib¬ 
butzim by recruitment from the Jewish youth movements which were 
flourishing in various European countries. Another extraneous factor 
which facilitated the establishment of Kibbutzim was the national owner¬ 
ship of land. , 

15.24. While the above circumstances helped to provide a suitable 
environment for the development of Kibbutzim, there is no doubt that, 
in the ultimate analysis, the kibbutz movement was the result of the 
peculiar faith which animated its founders and its subsequent adherents. 
Such faith is however, generally absent in the new Jewish immigrants 
who have come into Israel from various Asian and African countries. 
That is one of the reasons, why in the last 10 years or so, no new Kibs 
butzim have been established. Within the Kibbutzim itself in recent 
years, there has been a perceptible tendency towards relaxation in some 
of the practices which had characterised a kibbutz in the early period. 
For instance, collective dining used to be insisted upon in all Kibbutzim. 
Of late, members of some of the Kibbutzim have been allowed to carry 
food on certain days from the common kitchen to their own apartments. 
Similarly, each member of the kibbutz is generally given a certain 
amount of money for personal consumption and is also given greater 
choice in selecting goods and clothing from the store of the kibbutz. 
Some argue that these developments are indicative of the tendency that 
the kibbutz is gradually gravitating towards the other type of village 
settlement known as Moshav Shitufi where production is collective, while 
consumption is on individual basis. The adherents of the kibbutz way 
of life consider the comparison in appropriate. According to them 
these changes are only external modifications of comparatively better 
economic conditions of life today and do not affect the basic postulates 
of kibbutz life. 

15.25. The problem of women —Another problem which has continu¬ 
ed unsolved in the kibbutz movement is known as “the problem of 
women”. The kibbutz movement had attempted to abolish what had 
been described as “the biological tragedy of woman”. By attempting 
to eliminate the patriarchal family system and by introducing collective 
education and upbringing for children, the Kibbutzim had aimed at 
emancipating women from their traditional role and making them full 
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partners in the productive economy of the kibbutz. In actual practice, 
this has not fructified. With the development of kibbutz economy and 
population, the need for services in the kibbutz became greater and hence 
more and more women members Svere put on to non-productive activities. 
Consequently, what has been substituted for the traditional family 
house-keeping is a communal house-keeping which some consider as 
narrow and far less satisfying. Many women have also not reconciled 
themselves to the system of children’s education and upbringing as it 
seems to have frustrated their deep seated maternal instincts. We came 
across instances where families had left a kibbutz on account on the in¬ 
ability of the wife to accept the kibbutz way of living. It is not easy 
to indicate how far, in the future, this problem of women will continue 
to frustrate the development of the Kibbutzim. 

15.26. Inspite .of these difficulties, there is no doubt, that the kib¬ 
butz will continue as an important factor in Israel’s national life. It 
is pertinent to mention that there are a number of powerful forces which 
are even now. working to perpetuate and even enlarge the field of the 
kibbutz movement.. In the first place, the system of education evolved 
in the Kibbutzim has produced a generation of Sabras (Hebrew name 
for the Jews born in Israel) who have a strong attachment to the ideo¬ 
logy of the Kibbutzim. It is very significant that very few children 
born in a kibbutz have left it. Furthermore, the kibbutz movement has 
powerful federations which effectively help the promotional role. The 
kibbutz movement has a strong fascination for persons who have a high 
moral faith. This was summed up by a Jew who came from America 
and who had settled down in a kibbutz. “I live in a kibbutz”, he 
has recorded, ‘‘because it seems to me to be the most positive and satisfy¬ 
ing way of life which I can lead not only as a human being but specific¬ 
ally as a Jewish human being”. Living in a kibbutz is still considered 
as living on ‘‘the crest of the wave of Jewish renaissance in Israel” 
(Life in a Kibbutz by Weingarten). 



Chapter 16— MOSHAV OVDIM 


16.1. Early history and background —The other important type of 
agricultural co-operative is represented by what is known as the Moshav 
Ovdim. In Hebrew, this term stands for Workers’ Settlement. The 
earliest founders of this type of settlement were formerly members of 
Kibbutzim. They were however, unable to reconcile themselves to the 
complete collective way of living in the Kibbutzim. They Wanted some 
privacy for their families and wanted their children to stay with them. 
They also felt that farmers would put in much more effort in their work 
if given an opportunity to cultivate their own lands and raise their own 
cattle as family units rather than as a collective community. They were 
nonetheless idealists, believed in self-labour and equality of all mem¬ 
bers. They wanted a new form of settlement in line with their own 
values. In this background, the first Moshav Ovdim Was founded at 
Nahalal in 1921. Subsequently and more so after the formation of the 
State of Israel there has been a remarkable development in this type of 
agricultural co-operative. Between 1948 and 1958, almost 80% of the 
new immigrants who went into agriculture, chose to join a Moshav rather 
than a kibbutz. In this way, the number of Moshavim has outstripped 
the number of Kibbutzim during recent years. 

16.2. Main principles —A Moshav Ovdim aims at observance of the 
following main principles: 

(i) National ownership of land, 

(ii) Self-labour, 

(iii) Mutual aid, and 

(iv) Co-operative purchase and sale. 

The first two principles followed by a Moshav Ovdim are common 
with those of a kibbutz. In a Moshav Ovdim however, land is allotted 
separately to each family and the farm operations are also carried out 
by the members individually. The role of the co-operative largely con¬ 
sists in providing facilities fot production, such as seed, fertilizer, etc.' 
and also in undertaking marketing of the produce of the members. In 
other words, in a Moshav Ovdim, unlike a kibbutz, the co-operative does 
not extend to collective farming and living, but acts more in the nature 
of a service co-operative although even in a Moshav Ovdim there are 
many activities based on communal life. 

The principle of national ownership of land implies that the 
land in a Moshav Ovdim is not the property of the individual members. 
Their right is essentially the right, to cultivate and pass it on to their 
descendents. They cannot sub-divide or alienate the land. The area 
per family differs from one Moshav Ovdim to another but within a 
Moshav, a member is allotted so much land (partly irrigated and partly 
otherwise) as he can cultivate himself with the help of the members of 
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his own family. All members in a particular Moshav get equal area of 
land. A Moshav Ovdim endeavours to enforce the principle of self- 
labour by virtue of a regulation which says that no member can employ 
hired labour without the permission of the co-operative. The intention 
is that there should be no exploitation of hired agricultural labour in a ’ 
Moshav Ovdim. As in the case of the kibbutz it has not always been 
possible to strictly enforce this principle but mainly the observance of 
this principle distinguishes a Moshav Ovdim from what is known as a 
middle class farmers’ settlement. 

16.3. Function and activities —In a Moshav Ovdim, a large number 
of activities are carried out on co-operative basis. To a certain extent, 
these activities correspond with the activities generally associated with a 
village multi-purpose co-operative society in India. However, the scope 
of co-operative activities in a Moshav Ovdim is much wider than those 
of a multi-purpose society in India. 

Supply and services —In the first place, the supply of various pro¬ 
duction requisites, such as, seeds, fertilizer, agricultural implements 
cattle feed etc. and various consumer goods, such as, textiles, groceries 
etc. are undertaken co-operatively. A co-operative store provides these 
supplies on credit. The co-operative also keeps tractors which can be 
taken on hire. In addition, in many cases the co-operative is called 
upon to undertake joint farming in unirrigated lands or on orchards 
allotted to individual members. In other words, in many Moshavim 
(plural Moshav) while irrigated lands are cultivated by individual mem¬ 
bers separately, the unirrigated lands are pooled together for collective 
cultivation. A similar action has also been taken in regard to citrus 
plantations. In other words, the role of a co-operative in a Moshav 
Ovdim is not confined to mere servicing for individual production but 
in several cases it involves actual farm operations on a combined basis. 
The labour force at the disposal of a family consists only of himself and 
his wife and grown children, and individual cultivation of the total area 
without hired labour is not possible. Hence the need for co-operative 
cultivation. 

16.4. Marketing —Another important activity of the co-operative 
relates to sale of agricultural and allied produce raised by members. All 
the members are required to sell their entire produce through the co-ope¬ 
rative. The co-operative has arrangements for grading of the produce 
and for transmitting it to Tnuva, the central marketing society. 

16.5. By and large, Moshavim have not taken any industrial 
enterprises. However, in some eases, small canning factories have been 
set up co-operatively. In a few cases co-operatives have also organised 
insurance of cattle of individual members. 

16.6. Besides the above activities 'whifch are essentially economic . 

in character, a Moshav Ovdim also undertakes several other activities. 
For instance, all the municipal functions, such as, sanitation, education, 
health, etc. are carried out through the co-operative organisation. In 
addition, the Moshav also arranges various entertainments, such as, 
cinema and theatre. For all these services, the families are taxed i.e. 
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required to pay generally on an equal basis. For example, school taxes 
lu a Mosliav Ovdim are borne equally by all the families regardless of 
the number of children each family has at school. (The State now pro¬ 
vide* free and compulsory eight year schooling till the age of 14. Sub¬ 
sequent schooling is the responsibility of the parents). Another im¬ 
portant function of the co-operatives in Moshavim is in relation to mutual 
aid. Social equality which is the basis for initial allotment of equal 
pieces of land to all members is sought to be maintained by various mea¬ 
sures of mutual aid. Members who might fall ill or the families of 
members who die prematurely receive assistance from the co-operative 
in suitable ways. 

16.7. Management —Before indicating the various managing organs 
of the co-operatives in Moshavim, it is necessary to say that the above 
functions are not necessarily concentrated in a single co-operative. In 
6ome of the older Moshavim, such as Nahalal, a single co-operative carries 
out all the activities. In other cases, there are separate organisations 
for municipal activities and for supply functions. Generally the 
management organs are more or less the same and of the usual type. 
These are the general assembly which elects a council which, in turn, 
elects a small managing committee. Tn addition, there are special com¬ 
mittees for certain specific subjects. Voting in a general meeting is 
openly by a show of hands, although secret balloting is permissible if 
ljlOth of the members present require it. Women enjoy equal rights 
with men and are full-fledged members. In fact, they are co-signatories 
to the lease concerning the allotment of land. 

16.8. Accounting system —The accounting system in a Moshav Ovdim 
is detailed and interesting. A separate monthly account is prepared 
for each member. This account contains credit entries for various pro¬ 
ducts, such as eggs, poultry, milk, marketed by the members through 
the co-operative and the debit entries for services, goods and cash obtain¬ 
ed by the member. Thus at the end of every m'onth, a member is aware 
of his financial position. It also enables the co-operative to keep a 
check on his indebtedness. In addition, the co-operative also serves as 
a bank where the members of the Moshav can keep their surplus funds 
as deposits. Usually a member is not allowed to keep his deposits irt 
any other bank. 

16.9. In running the various business activities, a Moshav Ovdim 
tries to function on a non-profit no-loss basis in respect of each branch 
of its activities. In case the financial year terminates With some surplus, 
this is distributed back to members in proportion to purchases from or 
sales to the co-operative. In the case of a loss, the amount is recovered 
from the members on a per-capita basis. In this way, the members who 
do not use the local store for buying, but divert their shopping to a 
nearby town may be called upon to make up the loss caused by the 
diminution of the turn-over. Tn any ease, each section of the co-opera¬ 
tive carries a nil profit and loss account to the balance sheet. 

16.10. The above procedure has certain implications. The co¬ 
operative in a Moshav Ovdim does not have to pay any income-tax be¬ 
cause it does not retain any taxable profit. Ever since the above prac¬ 
tice has been adopted, the co-operatives do not make any allocations to 
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their reserve nnd other funds. Whenever new investments have to be 
made, the necessary funds arc raised either as additional share capital 
from members or as loans from outside. In the first method, namely, 
raising of additional share capital, the bye-laws of the co-operatives 
provide that the general meeting can determine the rate of additional 
share capital contribution which the members are required to pay on an 
instalment basis. Such share capital is usually raised by making de¬ 
ductions from the price of the produce marketed by the members. In 
the second method, namely, raising loans from outside, the co-operative 
approaches the various commercial or' other banks, including the na¬ 
tional agricultural bank, on the basis of its credit with Tnuva, Hamash- 
bir Hamarkazi, or its investments in various enterprises. ThiB method 
of financing new investments is also motivated by the inflationary ten¬ 
dencies within the Israeli economy, as explained earlier. 

16.11. Agricultural Production —The level of agricultural produc¬ 
tion in a Moshav Ovdim, the techniques adopted and output per acre or 
other unit are very high. It is generally considered that the labour in¬ 
put per man or per family is higher in a Moshav than in a kibbutz or 
Moshav Shitufi because of the direct personal interest. There is no 
clear picture Avhethcr the output per acre or investment per acre is 
higher in a Moshav or a kibbutz. 

16.12. Comparison with kibbutz —At one time, there was consider¬ 

able debate and discussion about the relative merits and demerits of the 
kibbutz form of organisation and the organisation of a Moshav Ovdim. 
It used to be claimed that a kibbutz offered better opportunities for 
effective use of man-power, specialisation in particular fields and higher 
mechanisation of agriculture as well as economies of large-scale opera¬ 
tion. On the other hand, for the Moshavim, it was claimed that a 
farmer would make use of the services of his family and also put in 
larger number of man-hours than what was usually the practice in the 
kibbutzim. In any case, such a controversy has now practically dis¬ 
appeared as it is now recognised that each of these farms have a specific 
place in the Israeli economy with their own advantages. It is also now 
recognised that in most of the kibbutzim and moshavim members are 
equally industrious and hard working and the prospects of economic 
development are more or less the same. Hence a new immigrant while 
choosing between a moshav and kibbutz is more influenced by his perso¬ 
nal aptitude and other private reasons rather than the operational effi¬ 
ciency of one form or the other. Further more, as already indicated, 
even within the moshavim a sector of the agricultural economy such as 
citrus plantations and unirrigated lands may be under joint cultivation. 
But basically the kibbutz and the moshav represent two different ways 
0 f ]ife— 0 ne a communal co-operative way of life in all its aspects, the 
other a family unit with its own farm co-operatively associated with 
others for more efficient servicing of agriculture, provision of credit, 
supplies and services and marketing of the produce. The choice is 
that of the individual •••>■- , .. .. .. . 



Chapter 17—MOSHAV SHITUFI 


17.1. Description —Moshav Shitufi is the third important form of 
agricultural co-operative in Israel. This term literally means collective 
small holders’ settlement. The term is not fully explanatory and does 
not give a proper picture of a Moshav Shitufi. In a sense, a Moshav 
Shitufi is a hybrid form synthesising certain features of a kibbutz with 
those of a moshav ovdim. A Moshav Shitufi is an agricultural settle¬ 
ment in which members conduct all farm and allied operations jointly 
with pooling of land, equipment etc. while the individual members have 
separate homes and lead separately their otvn private lives. Thus, like 
a kibbutz, a Moshav Shitufi carries out collective management of the 
agricultural economy of the settlement. On the other hand, a Moshav 
Shitufi resembles a moshav ovdim in so far as family living is concerned. 
Thus there are no children’s nursery or communal kitchens etc. 

17.2. Comparison with co-operative farming in India —It would, 
however, be wrong to draw the inference that a Moshav Shitufi is some¬ 
thing like a co-operative farming society as conceived in India, though 
it is the nearest approximation in Israel to such a society. There are, 
however, some very vital distinctions. In the first place, in a Moshav 
Shitufi, the entire land is owned by the Jewish National Fund or a 
Government agency and lienee there is no pooling of holdings by indivi¬ 
dual members. In the second place, members of a Moshav 'Shitufi do 
not receive monetary payment on the basis of work done on the farm. 
The system is that all members receive an equal share in the income of 
the Society for their domestic consumption which takes into considera¬ 
tion the number of family members. On the basis of the cash income 
thus provided, members are free to spend it as they like on food, cloth¬ 
ing, education of children, entertainment etc. The settlement provides 
a house and some general amenities. The women are full members of 
the co-operative, but are not required to work on the farm, as it is con¬ 
sidered that they have enough to do at home to look after the family, 
cook food etc. If a member gets a small extra income he is entitled 
to retain it for his personal consumption. But in 'working on the farm 
itself, there is no differentiation of wages or skills—all being remune¬ 
rated equally. 

17.3. Management—An in the case of a kibbutz, the main activity 
of a moshav shitufi centres round joint management of the agricultural 
economy. Most of the techniques and practices followed are similar. 
There is a labour committee which assigns work to various members. 
The women are full-fledged members of the co-operative, and may take 
part in some of the communal services, but they usually work in their 
own homes or on their own vegetable garden. On the basis of the age 
of the children in a family, calculation is made to determine the hours 
of house-hold work devoted by a woman, and public duties, if any, are 
only supplement to the house-keeping hours. If the woman falls ill 
and cannot attend to her house-hold activities, the labour committee of 
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the co-operative requires another woman to look after the house-hold 
and children in accordance with the principle of mutual aid. 

17.4. Each moshav shitufi has a store where the families buy food, 
clothing and other requirements. No cash payments are made at the 
store and the members draw their supplies on the basis of monthly allow¬ 
ances or income earned by them. 

17.5. Achievements and Prospects —The first moshav shitufi was 
founded about 18 years ago. Till now only about 20 moshav shitufi have 
come up. Compared to a kibbutz or a moshav ovdim, the moshav shi¬ 
tufi as a form of community organisation and co-operation does not seem 
to have attracted the Israeli farmer. He has either preferred the 
extreme form of living in the kibbutzim or the individual form of a 
moshav ovdim. The moshav shitufi, though it attempted to synthesise 
the good points from out of the kibbutz and moshav ovdim way of life, 
appears not to have gained much ground so far. Some c'ritics regard 
it as a half-way house which fails to provide the ideological satisfaction 
of either. It is significant that this form has found favour mostly 
among ex-servicemen. They wished to retain the comradeship fostered 
during active service, but were tired with mess life implying communal 
feeding, living etc. The moshavim shitufim has also not been able to 
develop an independent ideological movement and functions as part of 
the movement of moshavim, namely Truat, ha moshavim.. Some ascribe 
the comparative lack of attraction to the fact that, it is easier to give 
oneself up wholly in the kibbutz form of life, or be an independent 
farmer as in a moshav ovdim. 



Chapter 18 —MOSHAV OL 1 M 

18.1. Definition —Moshav Olim refers to settlements of new immig¬ 
rants i.e. those who have come to Israel since the creation of the State 
in 1948. As has been mentioned earlier, there was a very heavy influx 
of immigrants immediately after 1948. Majority of them came from 
countries in Asia and Africa unlike the earlier immigrants of the 19th 
and early 20th centuries who were mainly from countries in Europe. 
The general standard of education is comparatively lower in the case 
of the new immigrants. They also come from a vastly different cultu¬ 
ral, social and historical background. The new immigrants have been 
found to be unaware of the theory and practice of co-operation. They 
are united mainly on two grounds, one of religion and the other of the 
desire to build up the State of Israel. Integration of such diverse ele¬ 
ments into a social whole has been one of the major challenges to the 
newly formed Government of Israel and its people. 

18.2. Resettlement —In order to assist the absorption and integra¬ 
tion of these new immigrants, the Jewish agency along with the various 
organisations, mentioned in different places in this report and the Gov¬ 
ernment have been actively promoting measures which would help, an 
early solution of this problem. Certain parts of Israel are being deve¬ 
loped for starting new agricultural colonies. One of the areas which 
the Team had an opportunity to visit is described as the Lakhish area 
in the central part of Israel where about 250,000 acres of land have been 
taken up for settlement. 60% of this is available for cultivation, 
20% is fit for pasture only, whereas the remaining 20% is sandy and un¬ 
fit. As the procedure and technique that are being adopted in respect 
of the new immigrants colonies have some lessons for us in India, a 
somewhat detailed description follows. 

18.3. Survey and land classification -—The whole area has been 
surveyed with the help of the Agriculture Ministry and divided into 
four types of farms according to the most efficient land use possible, type 
of soil, water available and the most suitable form of agriculture. First, 
type of land is fit for mixed farming with dairy farming as the princi¬ 
pal occupation. For this purpose about 20 to 30 Dunams of land is 
allotted per faniilv (4 Dunams = 1 acre). The second type is suitable 
principally for orchards, and citrus cultivation. The third is suitable 
mainly for industrial crops like cotton. The fourth is fit only for dry 
farming with cattle and sheep rearing as a subsidiary occupation. The 
area allotted per family varies under all the different types going upto 
as many as 300 Dunams per family in the case of lands for dry farming. 
The allocation of land is made on the basis of 300—350 working days per 
family, and it is so arranged that the income of each family, though 
having different areas of land under the various categories, would be 
more or less equal. 

18.4. initiation into the Agricultural Settlement —When the new 
immigrants first arrived on the shores of Israel, they were kept in spe¬ 
cial camps and intefviewed by members of the Jewish agency to find out 
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the most suitable occupation on which they should be settled! After it 
had been decided as to who would like to take up agriculture but before 
they were actually moved to the land, the new immigrants wdre met by 
the various ideological organisations of the Kibbutzim and the Mosha- 
vim to explain to them the differences in the way of life of a kibbutz, ai 
moshav shitufi or a Moshav Ovdim. They were also shown some of the 
actual settlements so that the persons concerned could choose the way 
of life that they desired. The majority chose the way of life offered 
in a Moshav Ovdim though other forms were also selected. The immig¬ 
rants were then taken to the new colonies called Moshavim Olim where 
they were settled. These follow more or less the same principle of 
work and internal arrangement as in the case of the Moshav Ovdim i.e. 
with individual allotment of land, individual cultivation and living but 
co-operative marketing and supply. As a family moved into the 
settlement it was given considerable financial assistance by the Jewish 
agency as a long-term loan for a period of 40 years with 3^% interest, 
payment starting at the end of 10 years. The amount of loan was 
estimated at 75% of the family’s total requirement. In addition, the 
family was also given a subsidy for certain purpose such as the farm 
house, buildings, open working shed, a chicken run, a cow, 100 pullets-, a 
horse for two families and agricultural equipment. The family’s con¬ 
tribution to the irrigation works, livestock purchase, planning and deve¬ 
lopment of orchards, development of roads, electricity etc., was debited 
to its loan account. 

18.5. Extension work among the new settlers —As the settler moved 
to the new village, four instructors were placed in every colony, two each 
to teach the immigrants agriculture particularly of irrigated crops, a 
general instructor for village co-operative living and one instructress 
for home economics. These four serve on an average every 80 to 100 
families. After a period of 3 years or so, one of the agricultural ins¬ 
tructors is taken out. Later the Home Economics Instructress is with¬ 
drawn. At the end of 8 to 10 years the general instructor on co-opera¬ 
tive is also withdrawn and finally the last, agricultural instructor at the 
end of 10 to 12 years when the people have fully settled in their new 
life, and are considered to be in a position to carry on without further 
help. This is the pattern of the extension agency in the case of a 
Moshav. In the case of Kibbutzim and Moshavim Shitufim, generally 
one, but sometimes two, instructors are provided and these also are peo¬ 
ple who have been deputed from an older Kibbutz or Moshav Shitufi and 
belong to one or the other ideological federation. Throughout this 
period of 10 years or so, while the settlements are growing up, whether 
it be in the Moshavim Olim or Kibbutzim, they arc visited and guided 
by people, belonging to the ideological associations of the Kibbutzim and 
Moshavim and organisations like the Histadrut, Hevrat Ovdim and the 
Nil- Shitufi. 

18.6. In order to ensure that the standard of agriculture conforms 
to the general high technical efficiency it has achieved in Israel, the new 
immigrants work as hired labourers on their own land for two years 
under the guidance of the Department of Resettlement or contractors 
selected by the Department of Resettlement, Gradually, as they acquire 
skills they are given land for personal cultivation in suitable stages. 



The first plots are given to them after 3 years. Orchards are handed 
over after six years, and so on. 

18.7. Centres for development activity —In order to induce teachers, 
doctors, mechanics and other categories of trained and educated person¬ 
nel to come and live in these settlements, it was found necessary to make 
■a departure from the practice followed in the older Kibbutzim and 
Moshavim of treating each settlement as a unit. Instead, four or five 
villages are grouped under one centre. This Centre has a big school for 
400 to 500 children, a medical centre with a doctor, a tractor station, a' 
local council, a co-operative which carries out grading and marketing of 
agricultural produce and a cultural centre. This colony becomes a 
district unit and is able to attract educated youth from the cities because 
suitable facilities, residential accommodation and minimum comforts are 
provided. This was also made possible because the unit of administra¬ 
tion Seas larger than a settlement. Thus the costs came down. In turn 
the centre became a radiating point for the surrounding settlements. 

18.8. Development of Co-operatives —The development of co-opera¬ 
tives in these new settlements offered a great challenge to the entire co¬ 
operative movement of Israel. Here were a group of people who had no 
experience of working in co-operative institutions, were not familiar 
with the theory and practice of co-operation, and did not know nor see 
the advantages that co-operation had to offer. It was, therefore, found 
necessary to adopt new methods and new approaches. The leaders of 
the co-operative movement set about their task without doctrinaire ap¬ 
proach and did not consider any of the well-known tenets of co-opera¬ 
tion as inviolate. The point kept in view was that the co-operative is 
for man, and not man for the co-operative. What was most important 
was to set up institutions which would gain the settlers’ confidence, offer 
facilities to him and have, as their main aim increase of his production. 
In the first instance, such an institution might be mainly administrative, 
but it would gradually develop into a full co-operative organisation. 
In the early stages, it is not even necessary to talk of co-operation. It 
was with this idea that Hamashbir Hamarkazi and Tnuva set up special 
marketing and grading co-operatives in these new settlements, financed 
partly by themselves and partly by contributions j>aid on behalf of the 
new settlees by the Jewish agency and run and supervised by the higher 
co-operative organisations. A beginning has to be made with a broad 
base and a bigger co-operative unit, otherwise costs arc high and supervi¬ 
sion and guidance are difficult. It is only after years of efficient work¬ 
ing that tlie individual begins to appreciate the advantages of a co-ope¬ 
rative organisation. Although it is a general rule in Israel that every 
member of a settlement must sell his agricultural produce to the co¬ 
operative, yet even this was not enforced in the beginning and indivi¬ 
dual farmers were permitted to sell to private merchants if they so chose. 
As an eminent leader of the Moshav movement. Tnuat Ha Moshavim, 
put, it to us, the. basic problem is to'inspire the confidence of the agricul¬ 
turists in the institution. There should In; no dogmatism, nor should 
the observance of particular principles be made an obligation. Gradu¬ 
ally institutions run hv higher organisations yield place to self-managed 
bodies as local leadership grows. Too much of help is also not good 
just as too little will also impede the development. 



Chapter 19—CO-OPERATIVE MARKETING OF FARM PRODUCE 

19.1. Important Role —Co-operative marketing of agricultural pro¬ 
duce has an important place 'within the co-operative set-up of Israel. In 
fact, the circumstance that all kibbutzim and moshavim shitufiim as well 
as all members of moshavim ovdim are under obligation to market their 
entire produce through co-operative channels is of crucial importance 
in several ways. It is primarily this factor which enables the banking 
organisations to lend to co-operative institutions without insisting on 
any tangible security or security of land. Furthermore, this develop¬ 
ment of co-operative marketing enables village co-operatives to create 
new assets by raising loans and subsequently repaying them by deduc¬ 
tions from the price payable on agricultural produce. It may be re¬ 
called that nearly 80% of the agricultural produce is marketed through 
co-operative organisations. In regard to certain commodities, such as, 
citrus fruit, almost the entire produce is so marketed. 

19.2. Central Co-operative Marketing Organisations: 'Tnuva —In 
Israel there are no primary marketing societies in the sense in which we 
understand them. There are certain regional marketing societies, but 
they, in fact, operate as branches of the apex marketing society called 
Tnuva. Tnuva was formed in 1924, out of Ilamashbir, which was till 
then both a wholesale consumer society as also a marketing society. The 
functions were separated as they grew in complexity and volume. This 
society is the marketing arm of Ilevrat Ovdim and the various agricul¬ 
tural settlements functioning under the “roof” of Hevrat Ovdim are 
affiliated compulsorily to Tnuva. Besides Tnuva, which is the biggest 
central marketing society, there is another called Tenne which is the 
central marketing society of middle-class farmers co-operatives. There 
is a separate co-operative for marketing of citrus fruit. 

19.3. Functions and activities of Tnuva —At present, the member¬ 
ship of Tnuva consists of nearly 500 agricultural settlements and over 
one thousand individual producers. All the members are under obliga¬ 
tion to sell their entire produce through Tnuva (literally meaning 
'harvest’). The supreme authority of Tnuva vests in the general 
assembly to which member societies send delegates on the basis of the 
number of farming units included in each settlement. The general 
assembly elects a board of directors who, in turn, elect a secretariat of 
13. Each of the secretaries is a whole-time official and is in charge of a 
specific department of Tnuva. In addition, there is also a supervisory 
committee Which acts as a check against the activities and functions of 
the board of directors and the secretariat. 

19.4. Marketing Techniques and Practices —Tnuva deals with almost 
all agricultural produce except grain. It functions mainly, on behalf 
of its member institutions, on a commission basis. The charges vary 
depending on the commodity handled, the average being five to 5.5%. It 
is highest for very perishable commodities like vegetables. If there is 
any surplus at the end of the year, it is either returned to members in 
accordance with the size of the deliveries or used to increase the share 
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capital contribution to Tnuva or its subsidiaries. For creating new 
assets, Tnuva resorts to raising loans which are repaid by making deduc¬ 
tions from the price of the produce delivered by various member-institu¬ 
tions. The annual balance sheet shows therefore a nil profit and loss 
account. 

19.o. Since Tnuva functions on the basis of a commission agent, 
each branch of Tnuva maintains a separate account. Accounts are 
maintained for each village society separately and for each co mm odity 
according to what the produce fetches on the market, depending on the 
quantity and quality of produce supplied. The net sale proceeds are 
remitted to the village co-operative after deducting the necessary com¬ 
mission, which covers the working expenses. 

19.6. Facilities offered —The farm produce handled by Tnuva prima¬ 
rily covers eggs, vegetables, potatoes, poultry, fruit, fish and milk. In order 
to facilitate marketing operations, Tnuva has undertaken a number of ac¬ 
tivities as adjunct to marketing. For instance, it has established a chain of 
collection depots all over the country. Furthermore, it has created a 
net-work of whole-sale warehouses and in certain cases it has even pro¬ 
vided funds for construction of whole-sale markets. In addition, 
Tnuva maintains a number of egg-sorting stations, milk processing fac¬ 
tories, fruit canning factories and even a slaughter house for poultry 
with refrigeration facilities. 

19.7. Grading —Tnuva lias been pursuing a vigorous programme 
for introducing quality grading of farm produce. For instance, an ex¬ 
tensive programme of milk improvement by systematic testing for fat 
content and payment accordingly has been introduced. In the case of 
eggs and citrus fruit, payment is on basis of size, weight, etc. 

19.8 Co-operative Marketing in new settlements —The system of co¬ 
operative marketing followed by Tnuva in the older settlements, it ap¬ 
pears, did not make much head-way in the new settlements founded by 
Jewish immigrants from Asia and Africa. These immigrants were 
accustomed to being paid full price for their produce straightaway and 
therefore could not reconcile themselves to handing over their produce 
to a distant organisation, for grading and classification in their absence 
and payment also at a latter date. In order to overcome their hesita¬ 
tion, and to demonstrate the tangible benefits when compared with a 
private dealer a special company was created by Tnuva, but under its 
control and in collaboration with Hamashbir Hamarkazi Which under¬ 
took to make outright purchases after grading in presence of the indivi¬ 
dual farmer from these settlements. Although this company is func¬ 
tioning on commercial lines, it is gradually introducing co-operative 
principles in its working and transferring control to local workers them-' 
selves. These new settlements thereby are being brought within the 
frame-work and practises of the national co-operative marketing society. 

19.9. Legal provisions —It is necessary to mention that marketing 
of agricultural produce through co-operative channels is obligatory under 
the law in Israel. Under Section 30 of the Co-operative Societies Law, 



"A co-opei'ative marketing society may collect from its members compen¬ 
sation for every unit of produce which he has not sold ■ through the 
channel of the co-operative”. This provision has undoubtedly helped 
the growth of the co-operative movement in Israel. 

19.10. General Appraisal —Tnuva is playing a very significant role 
in the marketing of agricultural produce and has considerable achieve¬ 
ments to its credit, particularly in ensuring that the producer gets as 
large a price as possible and also to reduce middle men’s profits. It has, 
however, come in for criticism also. This criticism is partly due to the 
fact that Tnuva business operations have become complicated, and thus 
uot easy of understanding by a small farmer in a settlement and also 
perhaps expensive and therefore a certain amount of reorganisation is 
being considered necessary. In the second place, although Tnuva hand¬ 
les a very substantial percentage of the agricultural produce, its influ¬ 
ence as a price regulator has not been very significant. Government, 
has intervened to fix minimum priees of certain products, such as, milk 
or eggs as part of its agricultural policy. A price stabilisatipn fund 
has also been built, up by contributions raised from a levy on agricultu¬ 
ral sales, together with allocations from national funds. Tnuva’s com¬ 
parative inability to influence market prices or ensure stability is partly 
attributed to the fact that it functions essentially ns a commission agent, 
and not. as a price stabilising organisation. Further \vhile a substan¬ 
tial percentage of the produce is handled co-operatively, its ultimate 
sale at the retail stage does not very often take place through co-opera¬ 
tive channels. In fact. Tnuva sells the produce in bulk either through 
its own stores or through private tradesmen and only a limited quantity 
is routed through consumer stores. This has been leading occasionally 
to debates and discussions among the various sectors of the co-operative 
movement. It has also to be noted that stabilisation of prices of highly 
perishable commodities like vegetables is notoriously difficult. In any 
ease, this is an indication that problems of co-operative supply and mar¬ 
keting cannot be easily resolved even after considerable progress has 
been made in each of these spheres 



Chapter 20—CONSUMER CO-OPERATION 


20.1. Significance of Consumer Movement in Israel —On account of 
the world wide reputation acquired by the agricultural co-operative 
movement of Israel, the other forms of co-operation have not received 
sufficient notice, even though they deserved it in very ample measure. 
This is particularly true of Israel’s Consumer Co-operative Movement. 
It is a movement serving nearly 40% of the population in the country. 
About 28% of the whole-sale trading business of the nation is handled 
co-operatively. The retail consumer eo-operative movement accounts 
for almost 25% of the retail trade in the country. These figures stand 
favourable comparison with the figures relating to the achievements of 
consumer movements even in the Scandinavian countries or the United 
Kingdom. Hence a study of the way in which the consumer movement 
in Israel has grown and the factors responsible for its development is a 
matter of considerable interest. 

20.2. Pragmatic Beginning —The Consumer Co-operation in Israel 
had an extremely pragmatic beginning. It started with the establish¬ 
ment of a national whole-sale consumer society, called Hamashbir, in 
1916. This national society was not a federal society. In fact, at that 
time, no local consumer societies existed. The membership of the so¬ 
ciety was open to settlements as also to individuals and its area of ope¬ 
ration covered the Whole country. Thus, from the structural angle, the 
consumer movement of Israel began from the top and started in an un¬ 
conventional manner. The trading practices adopted by this Hamash¬ 
bir in the beginning were also not what the orthodox co-operators would 
consider as conforming to the well-known Roochdale principles. The 
first task which Hamashbir took upon itself was to buy up and Btore 
corn at harvest time from the Jewish agricultural settlements in the 
North and sell it, without profit, to the members of the agricultural 
settlements in the South. Hamashbir then started handling and mar¬ 
keting the agricultural produce of the Jewish settlements. These modest 
beginnings were followed by rapid development. In 1930, the structure 
of consumer movement was reorganised and Hamashbir was converted 
into Hamashbir Hamarkazi (literally meaning the Central Provider). 
The task of marketing agricultural produce other than grain was hand¬ 
ed over to another central co-operative the TNUVA, which was formed 
at about that, time and Hamashbir Hamarkazi became essentially a con¬ 
sumer whole-sale central society. 

20.3. Retail Consumer Societies —In the course of the last four de-i 
eades or so, a fairly strong consumer co-operative movement has grown 
up. The total number of retail consumer societies now stands at 407, 
owning altogether 1,100 shops. Out of these almost half are in urban 
areas while the rest are in agricultural settlements. A process of 
rationalisation and amalgamation of weaker consumer societies has also 
been going on resulting in merger of two or more societies into one 
strong society for each locality. 
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20.4. A recent development of the Israeli consumer co-operative 
movement has been the establishment of self-service stores. More than 
70 self-service stores have already been set up and the transformation 
of the remaining stores is rapidly progressing. This system has been 
found to reduce the expenditure on management and is also convenient 
for the consumers. It is the experience of Hamashbir Hamarkazi that 
it is difficult to compete in the retail trade with private owners of shops 
in the supply of goods. The cost in a co-operative is much higher. The 
experience was that against a gross profit of 14%, the expenses amounted 
to as much as 13%. It is only now with the change-over to self-service 
stores, where there are more sales per employee and more purchases per 
family that the retail co-operative stores are able to compete success¬ 
fully with private retail trade. 

20.5. Central Whole-Sale Society —As already indicated, the central 
whole-sale society (Hamashbir Hamarkazi) was established in its pre¬ 
sent form in 1930. In the last three decades or so, it has grown into a 
most powerful trading organisation in the country. It supplies to its 
members nearly 75% of the country’s requirements of agricultural equip¬ 
ment, machinery, chemicals, seeds and fertilizers. Hamashbir Hamar¬ 
kazi also supplies to its members technical equipment and raw material 
for industries. It handles the bulk of the country’s trade in grain. 
The main branches of its commercial activity are groceries, feeding stuffs, 
grain and cereals, household and kitehen appliances, textiles, footwear, 
building materials, sanitary installations, fertilisers, agricultural machi¬ 
nery, etc. Besides making bulk purchases from abroad, Hamashbir 
Hamarkazi has also entered into industrial production on its own account. 
About 30% of the goods handled by it are produced in its own associate 
or “daughter” factories. There are 17 large factories producing oils, 
soaps, cosmetics, footwear, textile goods, fertilizers and sugar, etc. In 
some of these factories, Hamashbir Hamarkazi is the sole proprietor, 
while in others it has entered into partnership with private capital in¬ 
cluding foreign capital. 

20.6. New immigrant settlements —One of the ways in which 
Hamashbir Hamarkazi facilitates the working of its affiliated societies 
is by entering into partnership with them for establishing departmental 
or retail stores. For instance, Hamashbir Hamarkazi and the local 
retail consumer societies of Tel Aviv have established a trade subsidiary 
called Hamashbir Lazarchan (Hamashbir for the consumer). This 
subsidiary has established 15 departmental stores in Tel Aviv and their 
net-work is spreading further. Even more significant part in this direc¬ 
tion has been played by Hamashbir Hamarkazi in the new settlements 
and difficult rural areas. It was found that in the ease of new settle-, 
ments that retail consumer co-operatives could not be established on the 
familiar pattern aB the new Jewish immigrants had neither the initia- 
tive nor the resources, nor the necessary loyalty for this purpose. Con¬ 
sequently, a special subsidiary named Hamashbir Laoleh (Hamashbir 
for the new comer) was established. This subsidiary took 50% of the 
shares in the consumer co-operatives registered in the new settlements. 
The remaining 50% Was contributed by the Jewish Agency by way of 
shares purchased in the name of each family residing in the settlement 
A management board consisting half of Hamashbir Laolph and half of 
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the local settlers was formed to manage these local societies. In this 
way a consumer co-operative movement was, so to say, imposed from 
above, but it is remarkable to see how it is gradually leading to the 
establishment of genuine consumer societies. Haraashbir Laoleh is 
gradually withdrawing its capital as well as its participation in direct 
management and the societies are assuming the normal position of auto¬ 
nomous self-managed institutions. 

20.7. Present membership —Since its reorganisation, Hamashbir 
Hamarkazi has become a purely central society with its membership 
composed of consumer societies and agricultural co-operatives. Under 
its constitution, each affiliated society has one vote but there is a provi¬ 
sion by which a member-society can claim additional vote or votes in 
proportion to the value of its purchases from Hamashbir Hamarkazi. 
This privilege, however, has not been exercised by any affiliated society. 

20.8. Subsidiaries —Hamashbir Hamarkazi has set up a large num¬ 
ber of subsidiaries in various fields of activity. These subsidiaries are of 
two types, namely, trade subsidiaries and finance subsidiaries. Among 
the trade subsidiaries, we have already referred to the activities of 
Hamashbir Laoleh and Hamashbir Lazarchan. Another important 
trade subsidiary is the Import and Export Association Ltd. On the 
finance side, there are a number of them, one of the important ia known 
as the Consumer Co-operative Fund Ltd. It is a limited company in 
which Hamashbir Hamarkazi is the principal share-holder. Its main 
role is to finance consumer co-operative societies in opening new depart¬ 
ment stores and extending their activities. Again, there is an import¬ 
ant company called Hamashbir Finances and Investment Company Ltd. 
This company promotes and finances industrial undertakings of Hamash¬ 
bir Hamarkazi. It would be pertinent to mention here that according 
to the constitution of Hamashbir Hamarkazi, the member co-operatives 
and agricultural settlements are required to reinvest at least 50% of 
the amount of dividend earned by them from Hamashbir Hamarkazi, in 
the preference shares of Hamashbir Finances and Investment Ltd. 

20.9. Promotional work —Hamashbir Hamarkazi has not neglected 
the promotional and educational work relating to the consumer move¬ 
ment. It runs a fortnightly co-operative journal called Co-operative 
Economics. In addition, it keeps on issuing a great deal of literature 
and information bulletins. From time to time, seminars and courses 
for managers and other employees of consumer societies are also 
organised. 

20.10. Supervision and Audit —For the‘audit of consumer societies, 
there is a separate Audit Union to which su?h societies are affiliated. 
This Audit Union, however, functions under the overall supervision of 
Hamashbir Hamarkazi, which in turn is subject to the usual control of 
Uevrat Ovdim. In the Audit Union, the consumer societies and 
Hamashbir Hamarkazi participate in management more or less on an 
equal footing. The chairman and secretary of the Audit Union and 
the Hamashbir Hamarkazi are identical. 

20.11. Trade practice -The trading practices followed by Hamash¬ 
bir Hamarkazi are not altogether of the conventional type. In some 
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eases, Hamashbir Ilamarkazi offers goods at prices lower than the mar¬ 
ket price. Furthermore, the affiliated societies are encouraged to form 
“buying groups” which are given a special commission on the total 
purchases. One of the motives which has prompted Hamashbir Hamar- 
k'azi to participate directly in the establishment of consumer stores is 
also the consideration that it attempts to influence the market by bring¬ 
ing about suitable reduction in prices. This is particularly done in 
a period of crisis, involving speculation in prices, as happened during 
the last World War and in the immediate post-War period. An import¬ 
ant point of difference between Hamashbir Ilamarkazi and Tnuva may 
be noted. While members of the Tnuva are obliged to sell all their 
produce to Tnuva, the members of Hamashbir Ilamarkazi are not oblig¬ 
ed to bxiy their requirements from the latter. Hamashbir Ilamarkazi 
competes with the normal trade functioning under free market condi¬ 
tions in offering its services to the members. 



Chapter 21—URBAN PRODUCERS ANP TRANSPORT 

COOPERATIVES 


21.1- Past History—Qne pf the significant branches pf the co-opera, 
tive movement in Israel is that of urban producers co-operation. As in 
the case of agricultural co-operatipn. urban producers co-operation also 
started more than 50 years ago. The earliest co-operatives were orga¬ 
nised by tailors, shoe-makers and coach drivers. In 1910 an important 
development took place when a printing press was established on co* 
operative basis. Mr. Ben Zvi, President of Israel and Mr. Ben Gnrion, 
the Prime Minister, were amongst its founder members. This press still 
continues to flourish and We had an occasion to visit it in Tel Aviv. 
During the twenties, the Jewish Labour Movement established a fnnd 
for promoting urban producers co-operatives. With the help of this 
fund and other measures, the number of co-operatives rose to 12S by 
1948 when the State of Israel was established. Immediately after the 
establishment of the State of Israel, a large number of new immigrants 
organised themselves into urban producers co-operatives whose number 
shot up to 349 in 1952. This accelerated development was, however, 
followed by a high mortality rate. A number of immigrants who had 
temporarily joined the urban producers co-operatives left them for 
other occupations and in 1958. the number of such co-operatives had 
come down to 228. 

21.2. Functional Variety —The main feature of the urban producers 
co-operatives which do not fail to impress a visitor, are their functional 
variety and many sidedness. The co-operative8 have entered into near<- 
ly 50 branches of production, such as 'wood trade, metal, baking, electri¬ 
cal installations. In regard to co-operatives dealing with services, a 
whole series of trades including catering, ice and petroleum distribution, 
operation of laundries, cinemas and rest homes have been brought within 
the fold of the movement. In 1948, the broad break-up of 22B produ¬ 
cers co-operatiyes was ns follows: 

Internal trade .. .. .. 142 

Services . .. .. 56 

Transport 28 

21.3. Of all the urban producers co-operatives, the most important 
category is that of transport co-operatives with membership consisting 
primarily of drivers. This branch of co-oneration is of outstanding 
importance in Israel as almost the entire urban and inter-urban passen¬ 
ger traffic and a substantial part of goods transport and taxi service are 
organised on a co-operative basis. Rail transport which is a State 
undertaking, is comparatively limited in operation. This is evident 
from the fact that in 1956, there were 23 transport co-operatives, owning 
a fleet of 400 buses and lorries and carrying nearly 400 million passen- - 
gers, while the rail-road transported only 4 millions. In view of these 
facts, the transport co-operatives in Israel have attracted considerable 
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attention of the people in ‘general and their working h$s been appraised 
from time to time. 

22.4 The Central Institution-. Its role —The producers co-operative^ 
in Israel have an integrated structure functioning under the “roof” of’ 
Hevrat Ovdim. All producers co-operatives are affiliated to a central 
society known 1 as the Co-operative Centre. This institution acts as the 
representative of Hevrat Ovdim in the field of prqducer and service co¬ 
operation. Hevrat Ovdim is also represented on its management. The 
Cq-operative Centre is sub-divided into three main sectors, namely, 
transport, services and producers co-operatives. Bach sector is headed 
by, a management of its own and is again sub-divided according to vari¬ 
ous economic branches. 

21.5. Starting a new co-operative— The activities of the Co-opera¬ 
tive Centrq as the central institution of producers cq-operatives are ex¬ 
tremely wide and varied in character. In the first instance, the Centre 
has a large measure of promotional responsibility. A group of workers, 
or new immigrants, who wish to establish a producers co-operative apply, 
first of all, to the Co-operative Centre. In the Centre, there is a De¬ 
partment, known as the Organisation Department, which examines the 
proposal from various angles, such as, whether the group includes a 
sufficient number of skilled men, whether there are suitable people for 
managerial functions, whether there is scope for the proposed enterprise. 
If the Co-operative Centre decides to approve the formation of the new 
co-operative, it informs Hevrat Ovdim of its decision and seeks its ratifi¬ 
cation. After such ratification, the group is advised to apply for regis¬ 
tration to the Registrar of Co-operative Societies. All this procedure 
refers, of course, to societies which desire to function under the “roof’* 
of Hevrat Ovdim. There are a few unaffiliated societies which have no 
obligation to the Centre but their number is almost insignificant. 

21.6. Rendering other assistance —Apart from the role which the 
Co-operative Centre plays in promoting new societies, the Centre has 
departments which render assistance to existing societies in various ways. 
These departments deal with legal matters, insurance, arbitration. The 
Co-operative Centre has also started a pension fund for the members 
of its affiliated co-operatives and its dependents. Its benefits include 
old age and invalidity pensions. The Centre also takes active part in 
resolving the problems of producers co-operatives and publicising their 
achievement. A special monthly magazine is published for this purpose, 

21.7. Audit —All the producers co-operatives and transport co-ope¬ 
ratives are members of a separate audit union which is responsible for 
audit of accounts and general supervision. This audit union is a regis¬ 
tered co-operative society but functions under the overall supervision 
of Hevrat Ovdim whose powers are exercised by the Co-operative Cen¬ 
tre. .The audit union, in a sense, is a special arm of the Co-operative 
Centre, having a practically common Board of Management. 

21.8. Subsidiaries Co-operative Fund —The Co-operative Centre has 
created special subsidiaries in order to facilitate the functioning of its 
affiliated co-operatives. One of the important subsidiaries is a limited 



103 


company known as the Co-operative Fund Ltd. This company aims at 
providing loan assistance to transport and producers co-operatives. 
In several cases the company also participates in the initial share capital 
and in some cases stands guarantee for a part or whole of a loan raised 
by a co-operative from a bank. Since this company is controlled by 
the Co-operative Centre, it enables the Centre to effectively assist co^ 
operatives in regard to their financial needs. 

21.9. Noa: Other Subsidiaries —Another subsidiary of the Co-opera¬ 
tive Centre is the limited company called Noa. This company aims at 
supplying transport and haulage co-operatives with their various require¬ 
ments, such as, vehicle spare parts, fuel, tyres and so on. In turn this 
company has become a partner in another company which has establish¬ 
ed a tyre factory. Furthermore, this company is also a share-holder 
in the National Fuel Marketing Organisation, known as Delek. The 
transport and haulage co-operatives are the largest customers of these 
organisations and Noa took the initiative in establishing these organisa¬ 
tions. 

21.10. The above description does not exhaust the list of various 
subsidiaries which the Co-operative Centre has created. However, it 
should suffice to indicate the vital role which the Co-operative Centre is 
playing in the organisation and development of urban producers co¬ 
operatives, transport co-operatives and service co-operatives and asso¬ 
ciate and subsidiary bodies. 

21.11. Some special features —The producers cooperatives in Israel 
(the term producers co-operatives is used here to include transport co¬ 
operatives and co-operatives running various public services) have a 
number of features which distinguish them from what are known as in¬ 
dustrial co-operatives or transport co-operatives in Tndia. In the first 
place, ordinarily no member in the eo-operative is allowed to hold more 
than one share. Secondly, there is no payment of wages according to 
the type of work or degree of skill of the individual members. All the 
members share in the income of the eo-operative on the basis of complete 
equality. Furthermore, in most of the co-operatives, particularly in 
all the transport co-operatives, the co-operative undertakes to provide 
pension for old age and for payment to dependents in case of death. 
The co-operative undertakes to see that suitable work is found for a 
member whose physical ability is impaired by age, illness or accident. 
Every member is allowed to go on holiday annually and to spend part 
of the time in rest homes at the expense of the co-operative. These 
societies also maintain loan funds for granting loans on easy terms 
to members for acquiring a house or for other useful purposes. 

21.12. Ophir: maritime haulage —The transport sector of the co¬ 
operative movement in Israel has a very interesting example to offer. 
This relates to a eo-operative known as Ophir. It was established in 
1949 and its membership consists of 20 graduates who were given a 
course of training by the Israeli Navy. This co-operative runs a mari¬ 
time haulage service along the shores of the Mediterranean. 

21.13. Metal and Electrical Industries —Of the co-operatives engaged 
in wood, metal and electrical industries, the largest is known as Haargaz. 
L! J5 IMofCD&C—9 
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This co-operative was established in 1932 with a small capital and with 
the object of manufacturing wooden crates for packing oranges. Sub¬ 
sequently, the co-operative expanded both in membership and funds 
and undertook manufacture of metal pots for offices and metal furni¬ 
ture for offices and hospitals. In order to overcome the financial diffi¬ 
culties, Hevrat Ovdim through the Co-operative Fund invested subs¬ 
tantial amount in the share capital. This was done by creating a limit¬ 
ed economy in which the co-operative and Hevrat Ovdim hold shares oni 
a 50 :50 basis. This company, in turn, has entered into partnership 
with private capital for the establishment of a refrigerator factory and 
a radio factory. < 

21.14. Other service co-operatives —Among the co-operatives operat¬ 
ing services, the most important, of course, are transport co-operatives. 
Other co-operatives have objects such as operation of laundries, port 
services, cleaning and repair of ship implements. A co-operative also 
operates pleasure boats. There are a number of co-operative garages 
for repairs and maintenance of ears and motor vehicles. Other inter-' 
esting enterprises include co-operative hotels and restaurants, co-opera¬ 
tives of gardeners, hair dressers and even architects. 

21.15. Some connected problems —The urban producers co-operatives 
in Israel have been faced with a characteristic problem which can arise 
in every producer co-operative. This relates to hired workers engaged 
by the producers co-operatives. For instances, in 1968, the total num¬ 
ber of members of urban producers co-operatives was 6674. They hired 
5881 workers, Who were non-members. The Co-operative Centre which 
is the central organisation of producers co-operatives has been attempt¬ 
ing to have such workers enrolled as members. But this attempt has 
not so far been wholly successful. This problem has been particularly 
difficult in the transport co-operatives where the number of hired 
workers is over 3,000. 

21.16. We had an occasion to study the implications of this problem 

when we visited a co-operative bakery in Tel Aviv. All the members 
of this bakery are actual workers in the bakery. Their total num-, 
ber is in the neighbourhood of 20. At the same time, the bakery is 
regularly employing almost double the number as hired workers. The 
existing members of the co-operative bakery were not inclined to admit 
the hired labourers as new members except on very stringent conditions, 
such as buying shares of a very high value. The argument advanced 
Was that, on account of depreciation in the value of Israeli currency and 
on account of the reserves created by the members over the last one or 
two decades, the financial interest of the existing individual members 
in the assets of the co-operative was so high that they were not willing 
to share it with new entrants on the basis of a share value as stipulated 
in the bye-laWs. In other words, the existing members in urban pro¬ 
ducers co-operatives of Israel are generally tending to treat their co¬ 
operatives as “closed organisation”. This had another implication. 
For doing the same job, a member received 15% more wages than a hired 
worker, and the principal of equality which applied among members 
having different skills, did not extend to non-members even of similar 
skills. _ _ 



21.17. To overcome the above, the leaders of co-operative movement 
in Israel and the Co-operative Department have been thinking of vari¬ 
ous remedies. One of the proposals which has been implemented in the 
case of some urban producers co-operatives relates to a suggestion that 
a distinction should be drawn between property shares and membership 
shares. In other words, new members may be permitted to come in by 
taking one share of a reasonable value and such share would entitle 
them to participation in the management. The property shares are 
intended to be retained by older members who would get return on them 
out of the profits of the co-operatives and who would also be entitled to 
have these shares repaid to them if the co-operative goes into liquidation. 

21.18. One of the consequences of the controversy relating to hired 
workers in urban producers co-operation has been that doubts have been 
raised regarding the desirability of transport co-operatives continuing 
to function on the present basis. In fact, certain proposals involving 
transfer of this activity to the State sector or to a company of which 
the shares would be held both by co-operatives and the State are at pre¬ 
sent understood to be under discussion. Considering, however, the 
vitality of the co-operative movement in Israel and its pragmatic ap¬ 
proach, there is no doubt that a satisfactory solution will be found which 
will keep in tact the fundamentals of co-operative ideals. 



Chapter 22— CREDIT CO-OPERATION 


22.1. It may seem rather surprising that we should be describing 
Credit Co-operation almost at the end of our report. This is mainly 
due to the fact that in Israel, agricultural eo-operation, in the sense in 
which we understand it, is practically unknown. There are no agricul¬ 
tural credit societies of the Raiffeisen type. This is essentially due to 
the fact that agricultural production in Israel has developed round the 
settlement as a unit. 

22.2. Absence of Central Co-operative Financing Institutions —Israel 
has not developed any central co-operative financing structure. Some 
of the central co-operative organisations, such as the Co-operative Centre 
of urban producers societies have created special funds which are regis¬ 
tered as banking companies with limited liability. To some extent, 
these may be regarded as co-operative financing institutions. In the 
strict sense of the word, however, there are no central co¬ 
operative banks of apex co-operative bank. Financing of the agricul¬ 
tural co-operatives is done by various institutions and organisations. 
There is, first of all, the settlement department of the Jewish Agency 
which provides the initial and long-term capital. Again, Histadrut has 
created a strong banking institution known as the Workers Bank. There 
is then the National Bank of Agriculture, which is a state-owned institu¬ 
tion. In addition, there are a number of commercial banks and other 
special banks providing credit to co-operative organisations. 

22.3. General Banking Policies —On account of various inflationary 
pressures, the banking structure in Israel has been following the policy 
of credit-squeeze and dear money. Consequently, we came across cons¬ 
tant references to the difficulty flowing from inadequacy of credit. In 
this connection, it would be pertinent to mention that many co-opera¬ 
tives borrow from different sources. Many a kibbutzim are known to 
have raised loans from almost 20 different banks. We reproduce below 
certain observations recorded by a member of a kibbutz as typical of 
the general situation of various agricultural co-operatives. 

“In the main, however, kibbutzim are compelled to venture forth 
into the credit market and borrow from whoever is willing 
to carry them, nq matter how difficult the terms. There have 
been eases where kibbutzim have been compelled to borrow 
for three years money for housing at what amounted to 13 
per cent interest. There is a continuous rush to borrow 
from Peter to pay Paul; the treasurer of a kibbutz in its 
early years must become a financial manipulator and some¬ 
times an artful dodger, of no mean proportions. Many are 
the times I have seen our treasurer run off to hide when he 
sa\v an automobile, which he recognised as belonging to a 
creditor determined to ferret him out even on his day off, 
drive into the kibbutz on a Saturday afternoon. Desperate 
kibbutz treasurers have been known to create their own credit. 
This is accomplished by opening accounts in different banks 
106 
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in widely separated parts of the country and paying in 
Jerusalem with a cheque drawn on an empty account in Haifa, 
then covering the account in Haifa by the time the cheque 
reaches there with a cheque drawn on Jerusalem. At one 
point it was estimated that there was between two and three 
million pounds worth of unbacked kibbutz “credit” of this 
kind circulating in the country. What happens when fifty 
or sixty thousand pounds worth of this type of cheque rota¬ 
tion catches up with a particular kibbutz is called in kibbutz 
jargon an “explosion”, other kibbutzim rush to cover it, 
but it is an extremely unpleasant business while it lasts”. 
(Life in a kibbutz—Weingarten). 

22.4. Urban Credit Co-operation—In the urban areas of Israel, credit 
co-operation has made considerable progress. These co-operatives large¬ 
ly consist of members drawn from salaried employees and other middle- 
class workers. These institutions have raised large deposits of their 
own and in suitable cases, they have been also helped by loans from the 
Workers Bank of the Histadrut. 

22.5. Rate of interest —The official rate of interest for short term 
loans is 11%, for agriculture—10% including all kinds of fees. 

The existing rates of interest of the Israel Bank of Agriculture are: 
6.5% on long term loans of 5 years and more. These constitute the 
majority of loans given by the Bank. The rate of interest for loans 
to be repaid between 3 and 5 years is 7.5%. For loans for less than 3 
years—8%. All loans from mutual funds are at rates opto 7%. 

Loans for certain special purposes are given at reduced rates, of 3.5% 
to 5%. The terms of repayment, of loans from the Government Deve¬ 
lopment Budget, through the Israel Bank of Agriculture depend on the 
purpose for which it is granted. Loans for irrigation, drainage, pur¬ 
chase of fishing boats, the improvement and conservation of soil, the 
planting of olives and dates are for 15 years, loans for citrus are for 12 
years, for deciduous fruits for 10 years, for farm buildings for 12 years 
etc. 



Chapter 23— EDUCATION AND TRAINING 


23.1. Role of ideological movements —The importance of education 
and training for the development of co-operatives is recognised and has 
been of fundamental importance in Israel. The programme is under¬ 
taken by many agencies. Among the first must be mentioned the ideo¬ 
logical movements of the Kibbutz and Moshav who continue to provide 
the fundamental stimuli among its members. The leaders of many 
Kibbutz movements realise that the Kibbutz cannot exist without strong 
ideological and political adherence. Therefore, constant guidance and 
education is considered necessary. 

23.2. Agricultural Centre —Apart from the ideological and political 
role of the movements, the Agricultural Centre, which is the agricultural 
workers organisation of Israel and to which are affiliated all the agricul¬ 
tural settlements including all types of Moshavim, Kibbutzim including 
religious Kibbutzim and has a membership of over 200,000, undertakes 
a programme of social education for its members. It has a circulating 
library, publishes a monthly magazine and has a very strong youth sec¬ 
tion. The aims of the social education programme run by the Agricul¬ 
tural Centre, assisted by the Histadrut, are organisation of study groups, 
application of knowledge by demonstrations, assistance in the develop¬ 
ment of congenial leadership and encouragement of free decision by 
groups of people. The aim is to foster an organic development among 
the co-operatives. 

23.3. Workers’ Colleges —In association with the Histadrut, the 
Agricultural Centre also assists in the running of what are called Work¬ 
ers’ Colleges in Israel. There are several of them. We had occasion 
to visit two of them—one in Tel Aviv and the other near Degania known 
as the Ohalo Workers’ College. The Ohalo Workers’ College was start¬ 
ed in 1949 and is mainly run and financed by the Histadrut, though the 
trainees pay towards the cost, of running the institutions. In the case 
of Kibbutzim and Moshavim Shitufim, the cost of the training of their 
members is paid for by the settlement itself. In the case of trainees 
from a Moshav or from a private farm, the trainees pay their own ex¬ 
penses. The Director of the Ohalo Workers’ College is a member of a 
neighbouring Kibbutz. The workers college provides adult education 
as also youth education and its principal training consists of three sub¬ 
jects, viz:— 

(i) State-hood and Zionism; 

(ii) The Isrjaeli Labour Movement ; and 

(iii) Colonisation. 

The usual course is of 5 days’ duration. At the same time the 
Workers colleges run week-end seminars on special subjects. Women 
are also encouraged to attend the courses, 
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23.4. Agricultural Institutes —A higher type of training is provided 
in agricultural institutes, like the Rupin Agricultural Institute near 
Njatania. This institution was also established in 1949 for persons who 
are occupied in agriculture. It is not a degree institution but provides 
practical training. There is a short eourse of training lasting from 
4 to 6 weeks for citrus planting, vegetable growing, live-stock breeding, 
poultry breeding etc. The course is meant for persons who have already 
worked on the subject for at least two or three years. A third of the 
trainees are taught fundamental scientific principles of agricultural 
management, botany, land and water use. A third are trained in specific 
problems relating to a particular branch of agriculture, while another 
third deal with agricultural economics of a particular branch including 
farm management. The Institute suggests further reading material to 
its trainees after they leave the Institute. There is a higher refresher 
course, also of 4 to 6 weeks’ duration, which can be taken by people ’who 
have spent two to three years between the first course and the refresher 
course, on a specialised branch of work. This higher course is on sub¬ 
jects like plant nutrition, plant protection etc. The Institute also pub¬ 
lishes books and literature and conducts correspondence courses also. 

23.5. There is another long-term course of six months’ duration for 
irrigation and water use. A course, of 9 months’ duration for farm 
managers, particularly of the Kibbutzim and Moshavim Shitufim, and a 
two-year course for teachers in agriculture in the secondary schools are 
also run. These latter are given a diploma. There is also a two-year 
higher course in agriculture for farm managers particularly in the field 
of agricultural economics. The institution attracts a large number of 
participants, usually numbering 350 and conducts as many as 8 to 10 
courses at a time. It has a permanent staff of 10 lecturers, and is assist¬ 
ed by a number of guest lecturers for special subjects. Private farmers 
also come for training though the majority are from the Kibbutzim. 
The expenditure of the Institute is met by the Histadrut, and the Agri¬ 
cultural Centre, partly assisted by the Ministry of Agriculture. Even¬ 
ing courses are also run for members of the Moshavim who are unable 
to attend the longer courses. 

23.6. Idealism —In spite of the varied nature of the training provid¬ 
ed in institutions and otherwise and almost wholly by non-official agen¬ 
cies, the authorities in Israel feel that there is scope for further expan¬ 
sion of the training facilities and the training programme. The general 
educational training iji the schools, the special educational facilities 
provided in the Kibbutzim and the compulsory military training (natio¬ 
nal service) of 2 to 2J years for every girl and boy in Israel above the 
age of 18 are other factors assisting the citizens in participation in the 
co-operative movement in Israel. Education also aims at providing 
a certain element of idealism and sense of mission. The importance of 
both these for a sound and proper development of the co-operative move¬ 
ment, and the need of men of vision with missionary zeal and high ideal¬ 
ism in charge at different levels of the programme was repeatedly and 
pointedly brought to our notice by several eminent persons in Israel. 



Chapter 24—CONCLUSIONS AND RECOMMENDATIONS 


24.1. Unique nature of Israeli co-operation —“Out of the products 
of Israel, whatever else may be for export, the various forms of co-' 
operation are certainly not so”. This observation, made by a leading 
co-operator in Israel, struck us as extremely significant because it des¬ 
cribes our conclusions in a nut-shell. The manifold ramifications of 
the co-operative movement in Israel are undoubtedly impressive. How¬ 
ever, it is essentially a product of action and reaction between a set of 
people with high ideals and objectives and a relatively unusual environ¬ 
ment. Hence it seems futile to presume that any of the forms of agri¬ 
cultural co-operation, now flourishing in Israel can be transplanted to 
India. 

24.2. While the various Israeli forms of co-operation are not for 
“export”, they offer a rich and valuable experience which suggests 
several conclusions and methods which can be considered while deter¬ 
mining co-operative policies and practices in India. Some of the- 
important conclusions and the consequential recommendations at which 
we have arrived, are given below 7 . 

24.3. Co-operative law not a limiting factor —As pointed out in an 
earlier chapter, the experience of Israel clearly demonstrates that the 
co-operative latv plays a relatively minor part in determining the magni¬ 
tude and nature of co-operative development. The law in force in Israel 
was borrowed from India and continues to be practically the same. It 
has not proved to be a limiting factor in the growth of co-operative ins¬ 
titutions in Israel. It appears that the reasons for the comparative 
slow development of co-operation in India have to be sought elsewhere 
than in what is considered to be the out-moded character of the Indian 
co-operative law. Keeping in view Israel’s experience, it seems that it 
is not so much the provisions of the Co-operative law that matter; what 
matter more are the spirit in which the law is acted upon and the extra- 
legal practices and techniques that are evolved. 

24.4. Joint and individual farming —It is usual to refer to Israel as 
a country offering an example of successful co-operative farming. Such 
a reference is partly relevant and partly misleading. It is relevant in 
the sense that Israel has demonstrated that it is possible to jointly manage 
agricultural economy of a village with a large measure of success. 
Israel has also demonstrated that such management is based on various 
motivations, but not primarily on that of individual profit and economic 
gain. The example is misleading from an important point of view! 
Almost the entire land in Israel is held by the Jewish National Fund or 
various Government agencies. Hence the individual settlers neither had, 
nor have, any proprietary title on the land, nor any ancestral attach¬ 
ment to it, and in the various kibbutzim or moshavim shitufim there 
was no occasion or question of pooling of holdings which were previously 
separately owned or cultivated. Tn other words, Israel’s experience 
has no relevance to the question whether a peasantry which has so far 
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cultivated land on individual proprietorship basis will agree to pool the 
land for joint management. Similarly, Israel’s experience is also not 
very helpful in determining the relevant economic efficiency of a co¬ 
operative farm vis-a-vis the individual farm, aided and assisted by co¬ 
operative services. Both types have highly developed agriculture in 
Israel and no attempt is made in that country to consider either of the 
forms superior in any 'wav to the other. The judgment is left to each 
individual, on the basis of his own intellectual and cultural background. 
It has also to be noted that though individual farming prevails in the 
moshavim ovdim, in all eases the unit of cultivation held by a farmer 
is an economic one. Further no division or sub-division of holdings 
in such individual farms is permitted in Israel. 


24.5. Importance of co-operative marketing —One very positive con¬ 
clusion which Israel’s experience offers relates to the crucial role which 
co-operative marketing can play in building up the co-operative move¬ 
ment in general. Today more than two-thirds of the agricultural pro¬ 
duce in Israel is marketed through co-operative channels. This has been 
a factor of profound importance not merely in regard to better market¬ 
ing of agricultural produce but also for determining the general credit 
policies. Agricultural land is largely owned by the Jewish National 
Fund or various governmental agencies. Hence agricultural credit 
could not be linked with any conditions involving security of land. 
Accordingly, the flow of any kind of agricultural credit would have been 
practically impossible in Tsrapl if it were not linked to marketing. Credit 
is being provided to various agricultural co-operatives in Israel on the 
basis of the productivity of the schemes sought to be financed by such 
investment. This is aiso on the assurance that the entire produce of 
the co-operative would be routed through co-operative marketing chan¬ 
nels and hence the various loans could be repaid out of the sale proceeds. 
The same assurance is available in the moshav ovdim and individual 
settlements where the co-operative renders various services to its indivi¬ 
dual farming members on a credit basis. Thus, Israel’s experience con¬ 
firms the soundness of the policy already accepted in India, that the 
development of co-operative marketing is a basic condition for the deve¬ 
lopment and expansion of co-operative credit and thus of agricultural 
production. 


24 6 Pragmatic approach —One of the essential characteristics of 
the co-operative movement in Israel is its pragmatic approach to various 
questions of form and policy. The three major forms of agricultural 
co-operation, namely, the kibbutz, the moshav shitufi and the moshav 
ovdim have been described. There are various other permutations and 
combinations of agricultural co-operation. The point Svhieh we wish 
emphasise is that there is no rigid or single approach to the form of 
eo-oneration in Israel and no one form is considered as superior or better 
than the other We recommend that such elasticity should also govern 
lur approach^ the co-operative policy so that a wide and varied range 
of co-operative experience is available. It would be an advantage if at 
^ village level, co-operative societies of varving sizes types forms and 
with varying functions are promoted according to loeal^ preference and 
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24.7. The experience of Israel demonstrates that it is advisable to 
adopt an elastic attitude to various co-operative practices, however, 
time-honoured they might be. These practices should be suitably adapt¬ 
ed and, if necessary, even modified, so that in the initial stages neW 
members of co-operative societies can be acclimatized to co-operative 
principles and practices. For instance, one of the well-accepted prac¬ 
tices of the Israeli co-operatives had been to undertake marketing on 
behalf of the members on a commission basis. This was also the prac¬ 
tice of the central marketing society (Tnuva) in Israel. However, when the 
new Jewish immigrants came into the settlements, it Was discovered that 
they were not willing to supply their agricultural produce to Tnuva on 
this basis as they did not have the necessary knowledge of and confidence 
in this practice. Consequently, Tnu^a created a special subsidiary for 
making outright purchases. Later, when the immigrants started believ¬ 
ing in the efficacy of the co-operative organisation, and acquired faith in 
it, they were gradually persuaded to adopt the usual system of the co¬ 
operative acting as their agents for sale. In making out-right purchases 
the subsidiary created by Tnuva was undertaking a certain measure of 
risk but the financial strength of Tnuva and the central whole-sale society 
enabled such action to be taken. Ability to make modifications of co¬ 
operative practices also presuppose a certain measure of financial strength 
within the central co-operative societies initiating such action and being 
fully prepared for the possible consequences. 

24.8. Role of apex co-operative organisations —One of the outstanding 
characteristics of the Israeli co-operative movement is the role and the cha¬ 
racter of its apex co-operative organisations. We have already had an 
occasion to mention the character and functioning of Hevrat Ovdim 
which is the National Co-operative Association of Jewish workers. We 
have also indicated the manner in which central co-operative institutions 
function in their respective spheres. The character of Hevrat Ovdim 
and some of the central co-operative organisations has been largely shap¬ 
ed, no doubt, by certain historical circumstances and 'we do not suggest 
that the apex or central co-operative societies in our country should be 
modelled on the pattern of central or apex co-operative societies in Israel 
but it is indicative of how sound co-operative principles, practices and 
institutions can grow by guidance and supervision from the top. Accord¬ 
ingly, we recommend that there is need for assigning a significant role to 
apex and central co-operative societies in the work of promotion, guid¬ 
ance and supervision of the co-operatives functioning “under their 
roof”. It has been described how the central whole-sale society of 
Israel helps in the promotion of new consumer co-operative stores by 
participating in their share capital and, if necessary, even exercising a 
predominant voice in the management of such stores in the initial stages. 
This presupposes the presence of four factors, namely, (a) a strong cen¬ 
tral co-operative society; (b) assistance by the central society to existing 
or new societies even by participation in the share capital, if necessary ; 
(c) effective supervision and control over management by the central 
society in the initial stages; (d) gradual withdrawal and relaxation by 
central societies so as to make the local societies more and more autono¬ 
mous and financially self-sufficient. It is true that some of the above 
elements are absent in the various sectors of the co-operative movement 
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in our country, yet effort in this direction appears necessary if the task 
of accelerating and developing co-operation has to be taken in hand. 


24.9. We are aware that ordinarily the co-operative movement is 
intended to be built up from below. In other Words, first of all, sound 
and autonomous primary societies must be built up and thereafter fur-, 
ther superstructure has to be created. The experience of Israel shows 
that this process can be reversed and yet equally satisfactory results can 
be achieved with greater speed. In fact, Israel is now proposing to 
even change the co-operative law so as to statutorily recognise the role 
and functions of central societies in the promotion, supervision and con¬ 
trol over the affiliated societies. We would suggest that in India also 
action on these lines may be initiated. If necessary in the initial stages, 
with adequate Government participation in the share capital, strong cen¬ 
tral co-operative societies should be built up and in turn these societies 
should be assigned the task of promoting the movement at lower stages. 
As a concrete example, we would illustrate our point by suggesting 
that if there is a strong apex marketing society in a State, it may in the 
initial stages create branch offices to be followed later by marketing so¬ 
cieties, in which the apex marketing society may be a substantial share¬ 
holder and also have a substantial voice in management. Eventually, 
this Would be replaced by a full-fledged self-managed co-operative mar-’ 
keting society. 

24.10. Subsidiary organisations —Whenever, a co-operative in Israel 
goes in for a new venture as ancillary to its main activities, it has been 
usually considered more advisable for such a co-operative to found a 
“daughter” society or a “daughter” company instead of creating a 
department or a branch within its own office. This arrangement has 
several advantages. We would suggest that, if necessary, the co-opera¬ 
tive law and practices may be amended so as to enable co-operative so¬ 
cieties to found separate subsidiaries in which they are exclusive or pre- 
dominent share-holders. This would also enable co-operatives to under¬ 
take ventures jointly with Government or public corporations. 


24.11. Membership of producer co-operatives —In Tndia, in various 
producers co-operatives, such as industrial societies, co-operative farming 
societies, etc., the main approach has been to ensure that the membership 
of the societies is such that it represents actual workers and not absentee 
landlords or industrial entrepreneurs or other middle-men. This is, 
undoubtedly, in conformity with co-operative principles. However, in 
view of the thinking, experience and recent difficulties that have been 
felt in Israel, it seems necessary to consider pointedly, the position of 
regular hired Workers employed by producer co-operatives. The ques¬ 
tion is whether or not it should eventually be made obligatory on the 
co-operative to throw its membership open to all those who are perma¬ 
nently employed by it. According to the existing model bye-laws in 
force in the country, an industrial society would be considered a genuine 
and satisfactory society if a majority of its members are actual artisans. 
Account is not taken of the fact that such a co-operative has in turn 
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employed a large number of non-members in its factory or other indus¬ 
trial enterprise. Exploitation of hired labour by a producer co-opera¬ 
tive is a subject which has not received adequate attention in our coun¬ 
try so far. If co-operation is to preserve its genuine character, it must 
attend to this question. 

24.12. Investment in Agriculture —For the growth of the agricultu¬ 
ral co-operatives and increase in agricultural production, Israel has 
found the need for adequate investments in agriculture. The funds 
provided to the societies for agricultural development have not been 
related to the share capital of the members or their assets, but the needs 
of the production programme. 

24.13. Experience of new immigrant societies —It is true that the', 
general conditions of villages in India are different, from those of the 
new settlements in Israel. In India the problem is to introduce and 
extend co-operation among farmers who have been living on the land for 
generations together. They do not have the same spirit of challengers 
or the same determination, the same urge as the new immigrants in 
Israel who have gone as pioneers to build a ne'w State. The Israel ex¬ 
perience, however, would lead to one conclusion, namely, that various 
forms and techniques would have to be tried and the important point, 
namely, winning the confidence of the cultivator, kept prominently in 
view. In case, however, of areas where new settlements are being start¬ 
ed and persons are being moved for the first time on new lands and new 
surroundings it appears to the Team that the Lakliish experiment may 
have many a lesson for us in starting and building up new institutions 
among the settlers. 

24.14. Sense of Mission —The co-operative movement in Israel has 
uro'wn to its present stature mainly because of a band of selfless workers 
with high idealism, sense of mission and zeal. The co-operative move¬ 
ment in India also needs to gather within its folds persons, particularly, 
the young, who are inspired with a sense of purpose and dedication. 



Annexure 


ITINERARY OF THE STUDY TEAM IN YUGOSLAVIA AND 

ISRAEL 

6 th November 1959—Departure from Delhi by air. 

7th November 1959—Arrival in Salonika (Greece) via Bombay, 
Cairo and Athens. 

8th November 1959 (morning) —Departure from Salonika by train. 

8 th November 1959 ( evening )—Arrival in Belgrade (Yugoslavia). 

9th November 1959—Meeting with the Ambassador and other officers 
of the Indian Embassy and preliminary discussions with Mr. Bajalica, 
Vice-President of the Federal Co-operative Union and Mr. Vladimir 
Janjic, Chief of the Propaganda Division, for finalising the programme. 

11th November 1959—Talk on Agrarian Policy by Prof. D. Lopan- 
dic and talk on Social Political and Economic System by V. Ilakic. 

12 th November 1959—Talk on Economic Planning by Dr. Stipetic 
and Talk on Agricultural Administration by S. Cuckovie. 

13 th November 1959—Talk on Post-war Development of Agriculture 
by Stipetic and Visit to Bentonjerka Housing Co-operative. 

14 th November 1959—Visit to ZMAJ farm machine factory. 

16th November 1959—Talk on Large Agricultural Estates by N. 
Kosanovic and Talk on Education and Propaganda by Janjic. 

17th November 1959—Talk on Agricultural Organisation by D. 
Lopandie, Visit to Co-operative Publishing House and Talk on Organi¬ 
sation of Agricultural Marketing by M. Pekic. 

19th November 1959—Talk on Investment and Credit Policy by 
Rojic and Talk on Price Policy by J. Krstev. 

20 th November 1959—Visit to Republican Business Unions for Crop 
Farming and Mechanisation and Fertilizers. 

21st November 1959—Departure from Belgrade to Baeka Tapola and 
arrival at the social farm, Panouija. 

21 xf November 1959—Meeting with representatives of District Co¬ 
operative Union and other district level co-operative institutions. 

22nd November 1959—Visit to meat processing factory at Subotica 
and Visit to Social Farm and a Wine Cellar at near Subotica. 

23rd November 1959—Visit to People’s Committee of Baeka Tapola 
and Visit to General Agricultural Co-operative, Baeka Tapola. 

24 th November 1959—Visit to Negosh Peasant Workers’ Co-operative, 
Loveenac. 
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25th November 1959—Visit to Social Farm, Krivaja and Visit to 
General Agricultural Co-operative, Moraviea. 

2 6th November 1959—Visit to Agricultural Station, Baeka Tapola. 
Visit to District Co-operative Savings Bank, Backa Tapola and Return 
to Belgrade. 

27th, 28th, 29 th and 30th November 1959—National Holidays in 
Yugoslavia. 

2nd December 1959—Visit to Republican Co-operative Union, Slove- 
Iiia and Visit to Fodder factory, poultry farm and pig farm run by the 
Business Union of the Republic of Slovenia. 

3rd December 1959—Visit to District Co-operative Union, District 
People’s Committee, Celje, Business Union and Hop Co-operative, Zalec, 
and General Agricultural Co-operative, Sempeter. 

I 4 th December 1959—Visit to Porec Agricultural School, and Gene¬ 
ral Agricultural Co-operative, Porec (Crostia). 

5 th December 1959,—Visit to General Agricultural Co-operative, 
Buje (District Istria, Croatia) and Wine Manufacturing Factory, 
Umag, Dist. Pula. 

6 th December 1959—Return via Ljubljana to Belgrade by train. 

7th December 1959—Meeting with Mr. fe. Komar, Federal Minister 
for Agriculture and Mr. P. Romac, President of the Federal Co-operative 
Union. 

8th to 10 th December 1959—The team broke up into two groups. 
One group visited Macedonia while the second group visited District 
Caeak in south Serbia. 

The second group visited the follo’wing institutions: 

District Co-operative Union, Institute for Fruit Development, 
General Agricultural Co-operative Jezebica, District Business Union 
for crop farming and mechanisation, General Agricultural Co-operative, 
iMreajevci. 

The first group visited the following institutions in Macedonia: 

Republican Co-operative Union, Macedonia; District Co-operative 
Union, Titov Veles; “Red Hills” State Farm; ZORA Cld. Storage and 
Canning Enterprise and Vinojug Wine Manufacturing Enterprise, 
Gevgelija; General Agricultural Co-operative, Bogdanei; Fishing Enter¬ 
prise, Dojran; General Business Union, Valandovo; General Agricultu¬ 
ral Co-operative, Pirava. 

11th to 11th December 1959—Final round of discussions with FedeJ 
ral Co-operative Union. 

15 th December 1959—Departure by air from Belgrade. 

16th December 1959—Arrival in Jerusalem (Israel). 



nth December 1959—Meetings with Mrs. G. Meir, Foreign Minister, 
Dr. H. Yakil, Assistant Director-General of Foreign Affairs in the com¬ 
pany of Mir. Mordechai Lederberger of Histadrut. 

18 th December 1959—Talk on Structure of Co-operative Movement 
by Mr. L. Garfunkel, Registrar, Co-operative Societies. Talk on Cen¬ 
tral institutions of Co-operative Movement by Mr. Y. Ben-Dror. Dis¬ 
cussions with Col. C. Pundak, Deputy Director-General, Ministry of La¬ 
bour and Mr. Moshe Sharett, former Prime Minister of Israel. 

19tk December 1959—Talk on problems of co-operative farming in 
low-income countries by Prof. H. F. Infield and discussions with Dr. 
R. Weitz, Head of Settlement, Department of Jewish Agency. Meet¬ 
ing with Mr. T. Kollek, Director-General, Prime Minister’s office. 

20th December 1959—Departure from Jerusalem to Tel Aviv. Meet-4 
ing with Mr. R. Barkatt, Head of the Political Department and Dr. E. 
Hayut of International Department of Ilistadrut. Visit to Workers’ Col¬ 
lege and Holon Housing Project and meeting with Mayor of Holon. 
Discussions with Prof. H. Halperin, Director of Agricultural Bank. 

21st December 1959—Visit to the Co-operative Centre Ahdut Co¬ 
operative Bakery and Hapoel Hatzair Printing Press. 

22nd December 1959—Discussions with National Union of Agricul¬ 
tural Workers and representatives of Hevrat Ovdim. 

23rd December 1959—Visit to Agricultural Institute near Natanya. 

24Ut December 1959—Visit to Solel Bonch Ltd. factory and Tech- 
nion, Institute of Technology, Haifa, Visit to Hazara Whole-sale Seed 
Growing Company Ltd., Haifa. Stay in and discussion with members 
of kibbutz Kfar Giladi. 

20th December 1959—Visit to kibbutz Ayelet Hashacliar. 

• 21th December 1959—Visit to Audit Union of the Agricultural Co¬ 
operatives. 

29th to 29th December 1959—Visit to Moshav Shitufi, Bnei Dror. 

30 th & 31st December 1959—Visit to M;oahsv Ovdim, Nahalal. 

1st January 1960—Visit to Moshav Ovdim, Hayo Gev. 

2nd January 1960—Visit to kibbutz Degania Aleph and Obalo 
Workers College. 

3rd January 1959—Visit to Lakhish Development Area, Kiriat Gat 
and Moshav Olim-Shahar and Nehorah. 

4 th January 1960—Visit to ceramic and diamond cutting factory, 
Beer Sheba and religious kibbutz, Yavne and Visit to kibbutz Givat 
Brenner. 

5 th January 1960—Visit to Tnuva. 

6 th January 1960—Visit to Hamasbbir Hamarkazi. 
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1th January 1960—Visit to the Federations of Mosliav and Kibbut-> 

zim. 


8th January 1960—Visit to Kupat Holiin and meeting with Prof. 
Guelfat. 

8th January 1960—Visit to kibbutz Beth Itzhak. 

10th January 1960—Visit, to Arah villages, K’far Kassim and Um 
Alphain. 

11th January 1960—Visit to Druz village Issifia and Arab Housing 
Co-operative and Urban Thrift and Credit Coop., Nazareth. 

12t/i January 1960—Discussions with the General Directors of Po¬ 
tash and Phosphate Company, Beer Sheba. 

13 th January 1960—Visit to Dead Sea Works, S’dom, and Phos¬ 
phates Factory, Oron. 

14 th January 1960—Visit to Eilath port, Copper Mines, Timna and 
a young kibbutz in Negev. 

loth January 1960—Visit to Fertilizer factory, Haifa and kibbutz 
Mishamar Haemek and meeting with Minister of Development. 

16fft January 1960—Final round of meetings with representatives 
of Hevrat Ovdim, the Foreign Ministry, Ministry of Labour and the 
Director-General of Prime Minister’s office. 

19t/i January 1960—Meetings with the President of Israel, Prime 
Minister of Israel and the Minister for Labour. 

20 th January 1960—Leave Israel. 

21st January 1960—Reach Delhi. 
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